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MONDAY, FEBRUARY 7, 1955 


Untrep States SENATE, 
SuscoMMITTeE ON Reat Estate anp Minitary 
CONSTRUCTION OF THE COMMITTEE ON ARMED SERVICES, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 2 p. m., in room 212, 
Senate Office Building. 

Present : Senators Stennis (presiding), Jackson, and Case. 

Also present: Senator Samuel J. Ervin, Jr., of North Carolina, and 
Representative Graham A. Barden, of North Carolina. 

William H. Darden, of the committee staff. 

Senator Stennis. I assume that other interested parties will be here 
by the time we all start talking testimony. I want to make a short 
preliminary statement. 

The purpose of our meeting this afternoon is to consider Navy 
diaeaadl project No. 47, which involves the leasing of the Govern- 
ment-owned Camp Lejeune Railroad to the Camp ‘Lejeune Railroad 
Co., a subsidiary of the Southern Railway Co. Without objection, a 
copy of the project will be inserted in the record at this point. 

(The document referred to is as follows:) 


4 DEPARTMENT OF THE NAvy 
Submitted by United States Marine Corps 


DISPOSAL PROJECT NO. 47 


Submitted pursuant to Public Law 155, 82d Congress. 
Station designation: Camp Lejeune Railroad, Camp Lejeune, N. C. 

Former use: 27.2 miles is new facility, 8.4 miles was used as station-operated 
railroad outlet. 

Construction cost : $3,234,729 (old and new). 

Land cost: $90,607. 

Total costs: $8,225,336. 

Sonsideration: As recited below. 


1. Subject to the approval of the Armed Services Committees, the Department 
of the Navy Proposes to lease Camp Lejeune Railroad Co. (a subsidiary of 
Southern Railway Co.) the Camp Lejeune Railroad located in Onslow and 
Craven Counties, N. C. 

2. Public Law 564, 81st Congress, approved June 17, 1950, authorized the Sec- 
retary of the Navy to construct approximately 30 miles of standard-gage railroad 
connecting the Marine Corps base at Camp Lejeune, N. C., with the Marine 
Corps Air Station at Cherry Point, N. C. Public Law 254, 82d Congress, ap 
proved November 1, 1951, appropriated $3 million for this project. It was the 
intention of the Congress that, upon completion of construction, the railroad 
be leased to a common carrier for operation. 

3. It is proposed to lease the subject railroad to the Camp Lejeune Railroad Co. 
on the following terms and conditions : 

(a) Term.—Ten years with option to renew for an additional 20 years with 
an option to renew for a further term expiring January 1, 1995. 
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(b) Area and usage.—The proposed lease and use agreement covers two spur 
lines, one 27.2 miles in length extending from a connection with tracks of the 
Atlantic & East Carolina Railway at Havelock (Craven County), N. C., to a 
point of connection with another line approximately 8.4 miles in length extend- 
ing from a connection with tracks of the Atlantic Coast Line at Jacksonville 
(Onslow County), N. C., to the industrial area at Camp Lejeune. The total 
distance of the railroad is 35.6 miles. No equipment is involved. 

(c) Consideration.—Rental for use of subject railroad to be paid the Govern- 
ment by lessee is $8 per revenue car on freight traffic on which lessee performs 
a road haul service via either Havelock or Jacksonville, N. C. If total revenue 
cars exceed 4,500 in calendar year, the rate is $4 per revenue car for each excess 


car. All maintenance and operation expenses will be borne by lessee. Lessee 
will operate as a common carrier but will give priority to Government ladings 
(d) Insurance.—None. Lessee is a common carrier and is a self-insurer, 


(e). Termination.—Terminable by the Government during present or 
future declared national emergency. 

4. It is believed that the following advantages will accrue to the Government 
by reason of such lease and use agreement: 

(a) Eliminate the “captive” status of Camp Lejeune to Atlantic Coast Line 
Railroad Co. and Cherry Point to Atlantic & East Carolina Railway Co. 

(0) Marine Corps acquires passenger service at both stations. 

(c) Afford quicker access and lower charges on hauls to deep-water ports at 
Morehead City and Norfolk, Va. 

(ad) Afford overall savings in feright charges. 

(e) Afford overall savings in per diem and meal costs for pony and increased 
training time for reservist troops. 

(f) A substantial cash rental will be paid to the Government in addition to 
a saving in maintenance costs of approximately $64,000 per year. 

5. It is respectfully requested that approval of the committee be given to 
lease the subject railroad under the foregoing terms and conditions. 
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Senator Srennis. We will recall that this railroad has a some- 
what. controversial congressional history. The construction was au- 
thorized by Public Law 564 of the 81st Congress but the appropriation 
to fund this construction was delayed pending certain negotiations 
that undoubtedly will be the subject of oe here tod: ay. The 
appropriation was subsequently contained in Public Law 254, 82d 
Congress. 

The subcommittee has received many requests from persons who 
desire to testify with respect to this project. The Chair would sug- 
gest that we hear first from the Marine Corps witness, Lt. Col. E. B. 
Robertson, who is head of the Operations Branch of the Marine Corps 
Supply Department. Then, I believe it is in the interest of orderly 
procedure to hear from those who are opposed to the project, who T 
understand are representatives of the Atlantic Coast Line, to be fol- 
lowed by other interested parties. 

The Coast Line witness will be Mr. J. M. Fields, vice president, who 
is accompanied by Mr. Thomas Fuller, assistant to the president. 

Southern Railway witnesses include Mr. S. S. Alderman, general 
manager, Mr. E. Macon Tolleson, assistant vice president, Mr. C. B. 
Neubauer, assistant vice priesident, and Mr. Joseph Marks, freight 
traffic manager. 

The Chair vas also been advised through the office of Senator Ervin 
that Mr. H. M. Nicholson, civic official of Wilmington, N. C., desires 
to be heard. 

Congressman Barden, we are especially glad to have you here, 
sir. If you want to make a statement first, you may proceed. If 
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vou would rather hear the witnesses present their claims, then we 
will be glad to hear from you also. 

Mr. Barpen. Thank you. 

Senator Stennis. Gentlemen, I am what Senator Long of Louisiana 
calls a courthouse lawyer; that is, I got my training as a lawyer in the 
courtroom, and I believe in getting down to issues quickly, and I 
want a brief statement here first just what is the issue, what are the 
points to be decided, as you see it. Then we will take the brief es- 
sential points in the testimony and material parts of the testimony 
from both sides and give everybody a chance to be heard on those 
points, but I am sure no one w ill want to be heard on matters that are 
not material and essential. 

Then if you want to have a brief argument, I will be glad to hear 
vou, and I know other members of the committee will. The fact 
that I did not call your name, if you are here and wish to testify, you 
will be given a chance to do so. I took the names as handed me here 
by the clerk. 

Now, Senator Ervin and Senator Scott have both expressed an 
interest in this matter to me. Were these gentlemen advised of the 
time and place of the meeting? 

Mr. Darpen. They were, sir. 

Senator Stennis. Suppose you call them. I am sure they are on 
the way. 

( Diseussion off the record.) 

Senator Srennis. We will proceed now, gentlemen, and if any one 
of the Senators wants to go back over anything, he can do so, 

(Senator Ervin and Senator Jackson joined the meeting at this 
point.) 

Senator Stennis. Gentlemen, I have made a brief preliminary state- 
ment, and I have asked all witnesses to be direct to the point and fairly 
brief, and Colonel Robertson, who represents the Marine Corps. 
They are the ones who are proposing this matter, so we will hear from 
him first. 

All right, Colonel. 


STATEMENT OF LT. COL. ELLIOTT B. ROBERTSON, HEAD, OPERA- 


TIONS BRANCH, SUPPLY DEPARTMENT, UNITED STATES MARINE 
CORPS 


Colonel Ropertson. Mr. Chairman, General Hill, who has been the 
(Suartermaster General of the Marine Corps, has recently retired. He 
has carried the ball, we might say, on this matter eee its his- 
tory. General Anderson, the new Quartermaster General, is here 
today. but he is fairly unfamiliar with the project; he has asked me 
to represent the Quartermaster General. 

I am the head of the Operations Branch of the Supply Department, 
Headquarters, Marine Corps. 

Pursuant to Public Law 155, 82d Congress, the Marine Corps re- 
spectfully requests approval of the Armed Services C ommittee of the 
Senate of a proposed fai and use agreement with the Camp Lejeune 
Railroad Co. for the operation of Government-owned railroad fac ili- 
ties between Cherry Point, Havelock, N. C., and C amp Lejeune, Jack- 
sonville, N. C. This matter was presented to this committee on 
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January 7, 1955, identified as Department of the Navy disposal proj- 
ect No. 47. The approval of the House of Representatives has been 


granted. With the approval of this committee, the sanction of the’ 


Interstate Commerce Commission will be also required. The matter 
is now pending before that Commission identified as Finance Docket 
No. 18698. 

Early in World War II, the Marine Corps built Camp Lejeune near 
Jacksonville, N. C., and the Cherry Point Air Station near Havelock, 
N.C. 

Senator Srennis. Couldn’t you put up a map here and point out 
some points here, and then put your testimony on the record, and give 
us the main reasons you want this done? 

Colonel Rozerrson. I have a small map which is only relative, not 
to scale. 

Here is a map taken from the Rand-MeNally Railroad Atlas. Each 
railroad line is indicated in a different color. Camp Lejeune is here, 
the red area. This black line here represents that rail connection 
which we built from Camp Lejeune to the Coast Line, their milepost 
51, back in 1941. 

Senator Stennis. What distance is that? 

Colonel Roserrson. That total distance into our yards is a little 
less than 9 miles. 

Then at about the same time the Marine Corps Training Station was 
built at Cherry Point, near a point called Havelock, N. C. The 
Cherry Point station was built here. There was no railroad. The 
railroad in question now, which we proposed to lease, consists of two 
parts, the part I just mentioned as having been built in 1941 out to 
the Coast Line, and the part which has recently been built from Camp 
Lejeune to Havelock to connect the 2 stations and the 2 railroads. 

Senator Stennis. A total of how many miles? 

Colonel Roserrson. There is 35.6 miles proposed to be leased. 

Senator Stennis. How much did it cost? 

Colonel Roperrson. $3,325,336. 

Senator Stennis. How long have you used it? 

Colonel Ropertson. The older segment has been used since 1941. 
The newer section has only been used intermittently over the last 10 
or 11 months, with Government equipment, while we sought a satis- 
factory contract. 

Senator Stennis. Why do you want to lease it? 

Colonel Ronerrson. Basically, sir, the Marine Corps does not want 
to be in the railroad business. We want to lease the operation out for 
the best interests of the Government. 

(Senator Case joined the meeting at this point.) 

Senator Stennis. Senator Case, this is a project you are familiar 
with, which involves the railroad in North Carolina, down at Camp 
Lejeune, and Colonel Robertson is the Marine Corps witness. He 
has a formal statement we are going to put in the record, and he is 
pointing out on the map there—suppose you start over now for Senator 
Case. Point to these two lines there, short lines, and give the mileage 
of each. 

Colonel Roserrson. We built Camp Lejeune here in 1941 and con- 
nected it with a little less than 9 miles of railroad out to Jacksonville, 
N.C., a point on the Atlantic Coast Line Railroad. 

Senator Jackson. Is that the Atlantic Coast Line? 
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Colonel Rosertson. The Atlantic Coast Line is shown on here in 
blue. 

At about the same point we built Cherry Point Marine Corps Air 
Station which touched on it and the A. & E. C. at Havelock. 

Senator Stennis. What is the A. & E. C.? 

Colonel Rosrertson. Atlantic & East Carolina. : 

Senator Srennis. Is that a subsidiary of something else? 

Colonel Rogerrson. To give a complete answer , the real estate is 
owned by the Atlantic & North C arolina, which is owned by the State 
of North Carolina. The A. & E. C. is an operating company, and 
Southern has an option to buy their stock and operate it as a subsidiary. 

Senator Srennis. This cost you $3.3 million, and you have operated 
the long end of it for about 10 to 11 months. Give us an idea of the 
volume you have put over it in those 10 or 12 months. 

Colonel Ropertson. Since we are not an interstate carrier, we have 
only carried traffic between 'the two stations. We have not attempted 
to do with Government equipment what we seek to do by lease. 

Senator Case. Mr. Chairman, do you carry anything except Gov- 
ernment traffic? 

Colonel Ropertson. So far we have not, sir. This proposed lease 
will permit other traffic. As to the traffic that has moved over this 
28-mile segment from Camp Lejeune to Cherry Point, the first month 
of record is 9 cars last February and the last month of record, Decem- 
ber, 106 cars. 

Senator STENNIS. What did they average? What was it for the 10 
or 12 months? 

Colonel Rosertson. Over the 10 or 12 months the average is about 
20 cars, but it ran along at a 9 or 10 average and jumped to 106 in 
the last month. We think the level of Government traffic between 
the 2 stations will be something greater than 100 cars. 

Senator Srennis. A month? 

Colonel Ropertson. Yes, sir. 

Senator Stennis. Alir ight. You say you wanted to lease it because 
you don’t want to be in the railroad business. What other reason? 

Colonel Roserrson. As a whole, sir, we have averaged anywhere 
from 4,200 to nearly 7,000 cars out over this line per year. 

Senator STENNIS. That i is just your Government freight? 

Colonel Rogertson. Yes, sir. When this latter line was built it 
was justified to the Congress on the basis of leased operation. We 
told the Congress at the time that we didn’t care to be in the railroad 
business, we felt this connection and service was necessary, and we 
hoped to lease it. 

Senator Stennis. When did you get it finished, Colonel, about 
when? I don’t mean the date. 

Colonel Rosertson. There are some parts of it that haven’t been 
done yet, but basically the construction was done in November of 
1953. 

Senator Stennis. What is the term of your lease? What are you 
going to get for it? 

Colonel Rosertson: The term of the lease is 10 years with an option 
to renew for an additional 20, with an option to again renew to 
January 1, 1995, which will coincide with the Southern’s lease on 
their spur up here, their line up here. 

58618— 
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Senator Jackson. Up to Raleigh? 

Colonel Roperrson. Yes. I understand they have that under lease 
from the State of North Carolina, and this last option to renew will 
expire on this line coincident with that least. 

Senator STENNIs. Suppose they don’t want to renew; have you any- 
thing in the contract that would require them to? 

Colonel Ropertson. No, sir. 

Senator STenNiIs. How will they pay you, by the year or by the 
car or what? 

Colonel Roperrson. They are going to pay directly in two ways: 
First the railroad will assume the maintenance of way on both pieces. 
The Government will be relieved of that burden. The Government 
will be relieved of the burden of operating its own equipment over 
that line, which is a saving, and they will pay to the Government $8 
per loaded car moving out or in over either of the 2 legs of this line 
up to 4,500 cars, in any one calendar year, at which point the rate 
reduces to $4 per car. The carrier will have the privilege of develop- 
ing along any part of the right-of-way outside of the Government 
reservation commercial interests and developments and haul their 
traffic. The object in this lowered rate after 4,500 cars is to encourage 
them to develop such other traffic to help pay off the expense of this 
railroad; that is, pay the Government’s investment. 

Senator Stennis. Have you had any railroad experience? 

Colonel Ronerrson. I personally ? 

Senator Srennis. Yes. 

Colonel Roserrson. Only as head of the Operations Branch, where- 
in we are responsible for the operations of such roads as the Govern- 
ment. has. 

Senator Srennis. What railroad authority passed on this contract 
for you to protect your interests? Did you have anyone do that? 

Colonel Roperrson. We have sitting in in negotiations on the con- 
tract our transportation people, both passenger, freight, rate, and 
so on, experts for the noes as well as representatives of the 
Judge Advocate General of the Navy, and it was then processed up- 
ward, and gained the approval of the traffic authorities in the Secre- 
tary of Defense's office. 

Senator STennis. Who among the group can say this is a reason- 
able rental? I don’t know. We want some testimony along that line. 

Colonel Ronertson. Mr. Walter Coe. 

Senator Srennis. I don’t mean to call him right now. Do you 
have someone here who can testify on that? 

Colonel Roperrson. Yes. 

Senator Stennis. We want to put him down as one of the witnesses. 

Anything else? 

Colonel Roprerrson. At the time, sir, we went into this operation, 
the Coast Line operated this short spur and charged the Government 
$10 per car to switch in over this line with the Government maintain- 
ing the line. The Government felt that was excessive, and then turned 
the operation over to the construction contractor for Camp Lejeune, 
who was in there building on a cost-plus contract, and he ran it for 
a considerable period, at which time the Government took over the 
operation of the line with its own equipment, and the Coast Line’s 
published tariff, as I understand it, at that time was $10 per car 
for the same service, and the price today would be $19.77 per car to 
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Coast Line, to pay them to switch in here with the Government main- 
taining the right-of-way. 

From the very outset of this construction down there the Marine 
Corps sought direct freight and passenger service from both Cherry 
Point and Camp Lejeune at reasonable rates. On the refusal of Coast 
Line to operate New Bern as an open gateway for the free flow of 
traffic, the Marine Corps sought authority of the Government to con- 
struct a rail connection from Camp Lejeune to Cherry Point, providing 
competition for both places and a dual outlet for both places. The 
aims we sought were: 

Military necessity; that is, providing alternate routes in case of 
sabotage or other emergency. 

To give Camp Lejeune, N. C., speedy access to the embarkation ports 
at Morehead City, N. C., and Norfolk, Va. Morehead is one of our 
major ports of embarkation for marines. 

On the other route, either by a circuitous route or up here at an 
extra charge, we have to go through New Bern or over a highway here 
where the bridges are insufficient to carry our heavy equipment, such 
as tanks. 

Senator Stennis. Who owns the railway from Morehead City to the 
beginning of the leased line? 

Colonel Rosrerrson. That is Atlantic & East Carolina, sir. 

The aim also is to give Camp Lejeune a direct connection, direct rail 
connection to the north toward Norfolk for supplies coming in from 
the north and to Cherry Point, to have a direct rail line from the 
south at competitive rates. 

Also the aim is to save enough money from this operation to more 
than amortize the Government’s investment. 

When the project was first born an additional situation desired was 
to take care of, during war conditions, thousands of days of critical 
rail car time motive power which would be short, and saving on opera- 
tional personnel for the benefit of the Nation as a whole. 

Another major consideration is morale. There is no passenger 
service in there at this time except what we consider to be very unsat- 
isfactory bus service. We want to reduce the troop-train time. When 
we bring in a trainload of reservists from the North, they come in 
from Wilmington, from the Wilmington yards, and back in here and 
up here, and we lose a half day’s time in each direction. We have to 
pay for an extra meal at railway prices instead of 30, 40, or 50 cents, 
for breakfast, lunch, or dinner. He is trained for 15 days all year, 
and we lose one-fifteenth of his training during this layover in the 
yard, 

Also the morale problem is considerable because of the effect on the 
men. We have the problem of individual and small parties traveling 
under official orders or official visits to and from Camp Lejeune. They 
have to transfer at Warsaw at 5:30 in the morning, catch a bus, or 
have a car meet him to get him in. That costs time for each individual 
and it costs money for his time. We also have the problem of a man 
getting out from Camp Lejeune for satisfactory liberty. We feel it is 
the duty of the Government to afford him the opportunity at Camp 
Lejeune to get out at a place where he can have the same relaxation 
and benfits in his free time that the vast majority of other servicemen 
can have throughout the United States. 
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Last, but not least, morale consideration is also part of the problem 
of getting parents, dependents, families, and friends to and from this 
place to visit their men. Under present conditions, it is really a hard- 
ship for elderly persons and families with small children to get in and 
out of there. ; 

As I said, the Marine Corps has never desired to be in the railroad 
operating business. We feel we were forced to enter this construc- 
tion, and we feel that we have a satisfactory solution to present here. 

At the time this thing was being discussed in the Congress one 
railroad stated to the Congress—a congressional committee—that it 
desired such a lease and was physically and financially capable of per- 
forming as desired to include passenger service. As a result, the rail 
link was constructed and the two connecting carriers—Coast Line and 
A. & E. C., the most obvious contractors—were asked if they would 
care to negotiate for this lease. Coast Line answered in the negative. 

Senator Srennis. When wasthat? About when? 

Colonel Roserrson. I would check the date. I believe about Jan- 
uary 1952. 

Senator Stennis. January of 1952. Has anyone else ever offered 
you a lease of any kind ¢ 

Colonel Roprerrson. Yes, sir. Coast Line was not interested. 
Atlantic and East Carolina was interested and negotiation revealed 
that they either could not or would not carry out their commitments 
to the Congress and provide a contract we thought the Government 
should have. Incidentally, from time to time, individuals who would 
like to form a corporation to operate this thing with Government 
equipment and guaranties of no loss, and so on, did come forth, but 
were not considered as long as there was any hope of a direct connec- 
tion to an established carrier. 

The Government began to cast about for other lessees when Coast 
Line and A. & E. C. did not pan out. Southern Railroad Co. became 
interested, and through their projected purchase of the A. & E. C. and 
the formation of the Camp Catehe Railroad Co., which will be the 
lessee to operate this 35.6 miles of line, those operations have 

Senator Stennis. Who is going to finance this lessee? 

Colonel Rozerrson. By supplemental agreement to this contract the 
Southern Railroad is guaranteeing performance of both the A. & E. C. 
and Camp Lejeune Railroad Co. 

Senator Stennis. All right. You have your official position in the 
Marine Corps in your statement. You covered your major points, 
have you not? 

Colonel Rorertson. Yes, sir. 

Senator Srennis. I want you to sit at the table to hear the rest of 
this testimony. 

Senator Case, do you have any questions of this witness ? 

Senator Case. Yes, 2 or 3 short ones. 

Colonel, you said that the marines were forced into the building of 
the railroad. What did you mean by that? 

Colonel Roserrson. We feel we were forced into that because the in- 
terests of our people from a passenger standpoint were not being taken 
sare of. We felt it was our duty to do something about it. Negotia- 
tions with the connecting carriers over the years did not give us that 
service. 
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Senator Case. Did you ask for the legislation when it was passed by 
the Congress ? . 

Colonel Roserrson. The Marine Corps sponsored this railroad, yes, 
sir. 

Senator Casr. So that you weren’t forced by any agency of Con- 
gress, you were forced merely by the necessities of the situation, as 
you saw them ¢ 
“ Colonel Rosertson. Yes, sir. 

Senator Case. In the summation, you also say that it was the con- 
gressional intent that it should be operated by private lines, or words 
to that effect. How do you know that it was the congressional intent ! 

Colonel Roserrson. We justified it on the basis of private oper- 
ation, leased operation, and in a House Appropriations Committee 
hearing representatives of the railroads were present, and it was the 
sense of the committee, as we could see, that they wanted it to be in 
leased operation and one of the railroads did at that time commit 
itself to that commitment, to provide this service. 

Senator Casr. Do you know whether the report on the bill which 
carried the legislation stated at that time that it was the intent of 
Congress that it should be leased for private operation ¢ 

Colonel Rozertson. I couldn’t say that, sir. 

Senator Case. Why was it not leased for private operation when 
first constructed ¢ 

Colonel Ropertson. Because of the fact that we could not come to 
a satisfactory contract. 

Senator Case. How long have you been operating it as a Govern- 
ment activity ¢ 

Colonel Rosertson. The first car moved, according to my records, 
Jast February, and it has not operated as an interstate carrier as 
we had hoped to have it operate. 

Senator Casr. Do you have any figures showing the actual cost of 
operation during the period of time, and a traffic statement so that 
it would show what it had cost you to move traffic per ton-mile? 

Colonel Rogertson. Not in terms of per ton-mile, sir. 

Senator Case. Do you have any comparative financial statement 
to show whether or not it would be profitable to the Government now 
to have it leased for private operation ¢ 

Colonel Ropertson. We will gain in not having to maintain this 
railroad, something on the order of $65,000 of maintenance costs per 
year. 

Senator Case. How much personnel is assigned to it now? 

Colonel RKosertson. At the present time we have three people in 
the crew. Our present operations are costing us about $25,000. 

Senator Casr. In personnel costs ? 

Colonel Rosertson. No, sir; the operational costs, equipment, fuel. 

Senator Case. 65,000 in maintenance, and 25,000 in operation. 

Colonel Ropertson. We have not actually spent any money in main- 
tenance on this line, but over the years the average of the total 35.6 
miles will be $65,000, according to our estimate. 

Senator Jackson. That is your proposed cost? 

Colonel Rosertson. That is what we think it will cost to keep this 
road up year after year. 

Senator Case. At the present time you are not carrying passengers ? 
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Colonel Rogerson. We do not carry passengers, because there is 
no passenger connection. We are not an authorized interstate carrier, 
Senator Case. But if it were leased for private operation, it would 

‘arry a passenger train / 

Colonel Rozertson. Yes, sir. A provision of this lease is to pro- 
vide passenger service on a 6-month trial basis. If there is no sub- 
stantial loss through that operation, it will be continued. 

Senator Case. Does Southern Railway own the A. & E. C.? 

Colonel Roperrson. My underst: anding is that they have an option 
to buy it, dependent upon this contract. They can speak better than 
1, Senator. 

Senator Case. Does the contract in any way insure to the Govern- 
ment that Southern Railway will exercise its option / 

Colonel Roperrson. Yes, sir. Southern guarantees performance 
of this contract. 

Senator Case. Southern guarantees the performance of the con- 
tract ¢ 

Colonel Rosperrson. Yes, by supplemental contract. 

Senator Case. And guarantees the institution of passenger service 
on a 6-month trial basis? 

Colonel Roserrson. Yes, sir. 

The only charges that will be assessed against the passenger opera- 
tion are the direct charges of that train, all the maintenance of ways, 
and so on, is charged to the freight operation. 

Senator Case. Did the Atlantic Coast Line have a chance at a 
similar contract / 

Colonel Roperrson. Yes, sir. 

Senator Casr. I said “similar.” Perhaps I should say “identical.” 

Colonel Roperrson. No, sir. 

They were asked if they cared to negotiate or operate this line on 
any basis whatever, and they said no. This particular contract is a 
re sult of nearly a year of negotiations and this contract did not receive 
its final form until November of this year. It was not offered to them 
in that form, no, sir. 

Senator Case. What is the size of the town of New Bern? 

Colonel Rosertson. New Bern is between fifteen and twenty thou- 
sand people, sir. 

Senator Stennis. Has there been any suggestion that ACL might 
discontinue its service to New Bern if this competitive line were put 
into operation ¢ 

Colonel Roperrson. Coast Line at one time made a statement—I am 
not sure exactly how it went, but I think the tenor of it was they 
would probably have to abandon the line from Jacksonville to New 
Bern. 

Senator Case. Would they have to get the permission of the ICC 
to do that ? 

Colonel Roserrson. I am not sure. I believe SO. 

Senator Case. Do they carry passenger service on that line into 
New Bern at the present time? 

Colonel Rosertson. They do not, sir. New Bern has no rail pas- 
senger service at this time. 

Senator Case. What about the A. & E. C., does passenger service 
come into New Bern on A. & E. C.? 

Colonel Roserrson. No, sir. 
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Senator Casr. Does this proposition contemplate that passenger 
service will be established on A. & E. C. into New Bern, as well as 
from New Bern around by Cherry Point to Camp Lejeune ¢ 

Colonel Rozertson. This contemplates a passenger train from 
Camp Lejeune through Havelock, New Bern, to make connections at 
Goldsboro with service to the north. 

Senator Casr. How far is that total distance? 

(Colonel Ropertson. About 85 to 90 miles. 

Senator Case. And only 28 of that is in Government-owned lines? 

Colonel Roperrson. Yes, sir. 

Senator Case. In other words, the balance of that would be insti- 
tuted passenger service on that portion of A. & E. C. from Cherry 
Point through New Bern to Goldsboro, which does not now have pas- 
senger service. 

Colonel Roserrson. That is correct, sir. 

Senator Srennis. Senator Case, while you are on that point, let 
me ask this question. You don’t really expect this passenger service 
to continue, do you’ 

Colonel Roperrson. I do, sir. 

Senator Case. You think there is enough passenger service to travel 
there to justify it? 

Colonel Roserrson. I do, sir. 

As an example, one bus company made the statement that they 

carried in 1 year over 1 million passengers, with an average seating 
ratio of 1.18; that is, 1 a of 6 people standing, on the average. 

On the weekends in this situation the seating ratio got as s high as 
1.75, 3 people out of 7 standing. 

Senator Case. What year was that? 

Colonel Roserrson. It was in 1952, if I recall. 

Senator Case. Was there any abnormal activity at Camp Lejeune 
at that time? 

Colonel Rosertrson. No, sir. It was substantially the same level as 
it Is now. 

Senator Case. Are you prepared to answer any questions with re- 
gard to the requirements of ICC for the institution of that passenger 
service ¢ 

Colonel Roprerrson. No, sir; I am not, except to say that, as I said 

earlier, this whole package has to be passed on by the ICO, and is there 
now pending action by this committee. 

Senator Case. What I was wondering was whether or not Southern 
Railway Co. actually could guarantee the passenger service even for 
6 months, unless it has been approved by the ICC. 

Colonel Roperrson. It is the understanding of both parties to this 
contract that it has to be approved by all the parties or we can’t have it. 

Senator Case. It seems to me it would be difficult for this committee 
to pass a final judgment, then, on the contract unless we knew whether 
or not there was any value in this supposed consideration of that pas- 
senger service, that passenger service would be instituted. 

Colonel Rorerrson. May I say this, sir, that sort of puts us on the 
treadmill because the ICC says they don’t want to hear the petition 
until they know the contract is going to be approved. 

Senator Case. Obviously, you are offering one of the inducements 
the re, and 1 of the advantages you cite for the contract is the prospect 
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that passenger service might be established from Camp Lejeune to 
around by ( ‘herry Point ‘and through New Bern up to Goldsboro. 
But if that is merely a paper hope, it doesn’t put that part of the ad- 
vantage on a very firm foundation. 

Colonel Ronerrson. Sir, the same could be said of the freight end 
of it. We believe that it is going to go through, and we believe that 
we can put the passengers on the train. We are sure it is going to be 
a paying proposition to Southern. 

Senator Srennis. Any other questions ¢ 

Senator Jackson, do you have a question / 

Senator Jackson. Just one question. 

Colonel, normally, isn’t it the custom for most of the railroad com- 
panies to build these spur tracks where there is business to be taken care 
of by the railroad? 1 mean normally, if they have a military installa- 
tion in a given area, the railroad does come in and build a spur, if 
there is sufficient business to warrant it. At least the railroad com- 
panies out my way do it. 

Colonel Ropertson. It has been our experience that where it is a 
short line, they generally will. However, we have had quite a few sta- 
tions where we have to build ourselves. 

Senator Jackson. Like this first spur you built in 1941, or was ready 
in 1941% Itis&4 miles. It seemed to me that that should have been 
built by the local railroad serving that area, if there was sufficient 
business to justify the building of it by the Government; it certainly 
should have been undertaken by the railroad company. 

Colonel Rosertson. I have researched the records to determine what 
happened at that time. I have been told by people who were around 
at the time that all representations were made to the railroad to build 
it, and they refused. I can find nothing to prove it in writing. 

Senator Jackson. Would it not have been cheaper to build or to 
utilize trucking between Camp Lejeune and Havelock, instead of 
building a 27-mile road line ? 

Colenel ROBERTSON. As far as intrastation traffic is concerned, 
would say. But we are seeking an outlet for heavy equipment ‘a 
Morehead City to move tanks and can’t move over the present high- 
ways without going through a circuitous route and also to bring this 
equipment from the north and, of course, trucks wouldn’t prov ide this 
needed passenger service. 

Senator Jackson. They would have to use busses. 

Colonel Rogerrson. Yes, sir. 

Senator Stennis. All right, anything further ? 

Senator Case ? 

Senator Case. Just one question, Mr. Chairman. 

Does the contemplated contract carry any guaranty of freight traffic 
to Southern Railway, if they took over the contract ! 

Colonel Roserrson. There is no gua ranty to Southern Railwav of 
any amount of cars. 

Senator Casr. Or any guaranty as to the amount of traffic that will 
be provided ? 

Colonel Roperrson. No; no guaranty. 

Senator Srennis. You mean the Government is not guaranteeing 
them anything ? : 

Colonel Roserrson. That is right. 
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Senator Stennis. I suppose you will put figures in the record show- 
ing the cost of your present operation as c ompi wed with what you are 
going to get out of this contract, because that is a comparison that we 
certainly ‘have to make. Whether it is a gain or a loss, that is an im- 
portant question, You say you haven't spent any money on maintain- 
ing this road, so you w ill have to give us an estimate of what it will 
cost. 

We have spent nearly 45 minutes here with one witness, Colonel. 

Colonel Ropertson. I can give it to you in round figures. 

Senator Srennis. Get that for the record, and get it in this after- 
noon, if you can. 

Colonel Roperrson. Yes. 

(The figures appear later in the record.) 

(The prepared statement of Colonel Robertson is as follows: ) 


Mr. Chairman, pursuant to Public Law 155, 82d Congress, the Marine Corps 
respectfully requests approval of the Armed Services Committee of the Sen- 
ate of a proposed lease and use agreement with the Camp Lejeune Railroad Co. 
for the operation of Government-owned railroad facilities between Cherry Point- 
Havelock, N. C., and Camp Lejeune-Jacksonville, N. C. This matter was pre- 
sented to this committee on January 7, 1955, identified as Department of the 
Navy disposal project No. 47. The approval of the House of Representatives 
has been granted. With the approval of this committee, the sanction of the In- 
terstate Commerce Commission will be also required. The matter 
ing before that Commission identified as Finance Docket No. 18698. 

Early in World War II, the Marine Corps built Camp Lejeune near Jack- 
sonvile, N. C., and the Cherry Point Air Station near Havelock, N. C. Cherry 
Point had a rail outlet, the Atlantic & East Carolina Railroad. It was neces- 
sary to lend the A. & E. C. funds to insure safe and adequate service. 

Construction of nearly 9 miles of railroad was necessary to connect the yard 
tracks.of Camp Lejeune with the Atlantic Coast Line. For a short time, Coast 
Line operated this connection at a cost of $10 per car 

In the belief this price was excessive, the Marine Corps transferred operation 
to the construction contractor who was working on a cost-plus basis. Still later, 
the Government commenced operation with its own equipment and crews. From 
time to time, Coast Line has operated over the line. The current switching charge 
from MP 51, if performed by Coast Line would be $19.77 per car. Practically all 
long-haul traffic by Coast Line has been by a circuitous route through Wilming- 
ton, N. C. 

From the very outset, the Marine Corps has sought direct freight and passenger 
service from both Cherry Point and Camp ican, at reasonable rates. 

Due to the refusal of Coast Line to open New Bern, N. C., as a free gateway 
thus providing passenger service and direct routes and competitive freight rates 
for both posts, the Marine Corps sought authority of the Congress to construct a 
rail connection from Camp Lejeune to Cherry Point to provide direct and compet- 
itive rail freight and passenger outlets for both. The basic aims of the Marine 
Corps were: 


is now pend- 


(a) Military necessity 


1. Provide alternate routes for these two establishments in event of sabotage 
or other emergency. 

2. Give Camp Lejeune speedy access to the embarkation ports of Morehead City, 
N. C., and Norfolk, Va. 


(b) Economy 


1. Provide Camp Lejeune a direct rail connection to the north and Cherry Point 
a direct connection to the south with a view of savings which would amortize the 
Government's investment. 
(c) Critical materials and manpower 

1. To save during war conditions thousands of days of critically short rail car 


time motive power and operating personnel for the benefit of the Nation as a 
whole. 
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(d@) Morale 


1. To reduce troop train movements an average of one-half day per one-way trip 
to and from Camp Lejeune. Aside from the manpower and value of a meal (at 
railroad prices) lost here, the effect on the morale of the men involved is tre- 
mendous. 

2 Reduce official travel. All official travel by individuals and small parties is 
tremendously hampered by the necessity for long irksome bus rides and lengthy 
layovers at transfer points. Obviously, many man-hours are lost to the Govern- 
ment in the process, but the morale effect on the individuals involved is not to be 
overlooked. 

3. The problem of a man trying to get satisfactory liberty in the Camp 
Lejeune, Cherry Point, N. C., area is almost impossible of solution unless ade- 
quate passenger transportation can be provided to allow these men the same 
relaxation and benefits of normal free time that is afforded to the vast majority 
of servicemen in the continental United States. 

t. To provide direct and reasonable access of parents, dependeuts, families, 
nd friends to and from their homes to be with their serviceman. Under present 
onditions, it is quite a hardship for the elderly and for families with small 

children to travel by public transportation to and from Camp Lejeune. 

Che Marine Corps has never desired to be in the railroad-operating business 
nd the new rail link between the two posts Was presented to the Congress based 
n leased operation when completed. 

One railroad stated to the Congress that it desired such a lease and vy 

physically and financially capable of performing as desired to include passenger 


r\ — 
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he rail link was constructed and both connecting railroads were asked to 
onsider taking over leased operation of the finished product, The Atiantic 
(Coast Line did not desire to operate such a lease. The Atlantic & East Carolina 
tailroad was interested, but protracted negotiations developed the fact that 
\. and E. C. either could not or would not provide the desire service including 
assenger service, 

Che Government began to cast about for other potential lessees. The Southern 
Railway Co. became interested and through the device of purchasing the Atlantic 
& East Carolina Railroad and forming the Camp Lejeune Railroad Co. to 
actually operate the Government facilities can provide through trunkline service 
oth camps. It is desired to point out that while the Camp Lejeune Railroad 
is to be the lessee, that by supplemental agreement Southern is guaranteeing 
performance under the contract. 


The lease-use agreement under consideration covers 35.6 miles of railroad of 
which 8.4 miles is the old Camp Lejeune-Jacksonville connections and 27.2 miles 
s the new Camp Lejeune-Cherry Point link. The total costs to the Government 
for this trackage is $3,325,336. 

The term of lease is for 10 years with option to renew for an additional 20 
years With option to renew again to expire January 1, 1955, which date coincides 
with expiration of Southern’s leased connections to the area, 

All equipment is to be furnished at the contractor’s expense. 

\ll maintenance of way and operating expense are to be borne by the 
contractor. 

The contractor is to provide service at competitive through rates. 

The Government is to receive as cash payment SS per revenue freight car 
up to 4,500 cars in any calendar year and $4 per car in excess thereof. The 
reduced rate at that point is to encourage the contractor to develop non-Govern- 
inent traffic along the line outside of the military reservations in order to better 
carry the expense of the road. 

Government ladings will have priority of movement. 

The contractor will furnish trial passenger service for a period of 6 months. 
If no loss accrues from passenger service it will be continued. Only direct 

ost of passenger operation will be assessable to passenger operations. 

the lease is terminable by the Government during any declared national 
emergency, 

lhe Marine Corps believes that all of its aims which were listed earlier and 

hich were the basis of congressional authorization are attained in this pro- 
posed lease. Specifically the following advantages will accrue: 

a) Eliminate the captive status of Camp Lejeune Atlantic Coast Line Rail- 
road Co, and Cherry Point to Atlantic & East Carolina Railway Co. 

(b) Marine Corps acquires passenger service at both stations. 

(c) Afford quicker access and lower charges on hauls to deepwater ports 

Morehead City and Norfolk, Va. 


ae 


cxokee 


as 





CAMP LEJEUNE RAILROAD, NORTH CAROLINA 15 


(d) Afford overall savings in freight charges. 

(e) Afferd overall savings in per diem and meal cost for troops and increased 
training time for reservist troops. 

(f) A substantial cash rental will be paid to the Government in addition to 
a saving in maintenance costs of approximately $64,000 per year. 

(9) Eliminate cost of present Government switching operation from Jackson- 
ville to Camp Lejeune. 

The Marine Corps again respectfully requests the approval of your committee 
of the lease just described. 

Senator Stennis. I would be interested at this point to hear from 
someone who is qualified to speak as a railroad man, to pass on this 
contract, someone looking at it from the viewpoint of the Govern- 
ment. Do you have such a witness ‘ 

Colonel Ropertson. Yes, sir. 

Senator STENNIS. Bring him on. 

Colonel Ropertson. Mr. Walter Coe. 


STATEMENT OF WALTER COE, MARINE CORPS 


Mr. Coz. My name is Walter Coe. 

Senator STENNIs. We want to be as brief as we can, consistent with 
the subject matter. You have heard the testimony so far. You are 
famili i with this contract ¢ 

Mr. Cor. Yes, sir: I am. 

Se name SteNNIs. What is your background in railroad experience ‘ 

Mr. Cor. I started with the railroad | in 1918. In 1934 I started in 
Government service on railroad work. I have been with the Govern- 
ment since 1934 on transportation. 

Senator Srennis. Do you think you can pass on the desirability 
this contract ¢ 

Senator Jackson. Are you with the ICC or the Defense Corps? 

Mr. Cor. I am with the Marine Corps. 

Senator STENNIS. Are you familiar enough with railroading and 
rates and income they derive from freight to know all that to pass on 
this contract ? 

Mr. Cor, I was in on the writing of the contract during its entirety, 
and I think it is as good a contract as we possibly could get, With any 
company, whether it be a railroad or a private company, 

Senator Stennis. Before we get to that, 1 wanted to understand 
more about your background in railroading. You said you have been 
in this business. You know how to figure both income and mainte- 
hance costs ¢ 

Mr. Cor. I have not been in the accounting department; no, sir. 
The part I have been in is the movement of freight, the cost of the 
movement of freight, the division of revenue between the carriers, and 
information like that. 

Senator STENNIS. You are familiar with those phases of it? 

Mr. Cor. Yes. 

Senator Stennis. Do you think this is a favorable contract to the 
sora: 

Mr. Cor. I do, sir. 

Senator Stennis, Suppose we ask Mr. Coe to stand by. We can 

call on him at any time, even if we have to come back. 

Let’s take the out-of-town witnesses. 
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Suppose we pass over now to those who are in opposition here to 
this proposal, and get down to the issue. Is ge any objection 
Let's hear from the Coast Line witnesses, then—Mr. J. M. Fields, vice 
president. 

Mr. Fields, will you come around, please / 


STATEMENT OF J. M. FIELDS, VICE PRESIDENT, TRAFFIC, ATLANTIC 
COAST LINE RAILROAD CO., WILMINGTON, N. C., ACCOMPANIED 
BY L. S. JEFFORDS, VICE PRESIDENT, OPERATIONS, ATLANTIC 
COAST LINE RAILROAD CO., WILMINGTON, N. C. 


Mr. Fre.ps. Senator, may I have one of my operating associates 
here by me? 

Senator Srennis. We are happy to have you before us. We have 
had the map before us. 

( Discussion off the record. ) 

Senator Srennis. If you have a formal statement you want to go 
into the record, and then cover the high points, that will be helpful. 

Mr. Freips. I do have such a statement. 

Senator, since you have stated you are familiar with the geography 
of the railroad, may I skip the first page and go down to the latter part 
of the second page and proceed from there, as I believe it hes answer 
some of the questions you and your associates have asked, s 

Senator Srennis. All right. 

Mr. Fretps. Coast Line representatives appeared before the House 
Armed Services Committee and the Senate Appropriations Committee 
at hearings on the bills covering the proposed construction and the 
appropriation for construction and presented testimony in opposition 
to construction of the 27-mile line sponsored by the Marine Corps and 
the Navy Department. 

The position of Coast Line at those hearings was that construction 
of the line was totally unnecessary and would constitute a needless 
waste and expenditure of public funds. In my opinion, the authori- 
zation of the project and the appropriation of the funds for its con- 
struction resulted from a serious misunderstanding of the rights and 
responsibilities of a common carrier by rail as set “forth in the Inter- 
state Commerce Act and from a distorted presentation of the supposed 
equities and economies of the project. This misunderstanding was 
engendered by testimony of certain officers of the United States Navy 
and Marine Corps before the several committees of Congress in which 
many unsupported claims were made of the advantages that would 
ensue to the Government from the proposed project. Among these 
claims were— 

(1) Alleged savings in freight charges and passenger fares: 

(2) Alleged savings in the elapsed time of transportation of 
freight; 

(3) Alleged need for daily passenger-train service ; and 

(4) Alleged need for additional transportation service. 

The plan of the Southern Railway, if the proposed agreement is 
executed and it be permitted to operate the Camp Lejeune Railroad 
as a common carrier, is to also acquire control of the A. & E. C. Rail- 
way, shown in green on the map, and through this means to extend 
Souiiaen Railway system beyond Goldsboro through Havelock to 

Camp Lejeune and to Jacksonville. 
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Without giving a detailed explanation of each claim of the officers 
of the Marine Corps and the Navy Department previously enu- 
merated, which would unduly prolong my statement, the fi icts are that 
the lease to and operation by Southern Railway of the Camp Lejeune 
Railroad will not result in any savings to the Government in freight 
charges or passenger fares, or any savings in the elapsed time of trans- 
portation of rail freight to or from C amp Lejeune. To the contrary, 
any changes in the freight charges or passenger fares would be in- 
creases and the time in transit via routes including the leased line 
would exceed the transit time over the presently existing rail routes. 

Senator Stennis. Pardon me. You have a direct contradiction 
here of what the colonel said. He pointed out on the map showing 
the cireuitous route they had to go there and said they lost a half 
day out of 15. You are saying that is not correct ? 

What do you base your contention on? 

Mr. Frenps. Pardon me? 

Senator Srennis. Pardon the interruption, but I thought we might 
as well meet it while we are at it. 

Mr. Fretps. You are speaking of the freight charges? 

Senator STeNNis. You said it wouldn’t save any time. 

Mr. Frevps. That is right. Taking the published schedules today, 
those operated by Coast Line and also those published by Southern 
Railway and the A. & E. Railway, and allowing ample time for 
this movement from Have loc k down here, each instance from a 
northern gateway, an important gateway, we are many hours shorter 
than those they serve. 

[ can give you definite illustrations, if you want. 

Senator Stennis. Go ahead. You have made your point. 

Mr. Firtps. The alleged need for daily passenger-train service was 
never supported by any evidence of actual need for such service. 
There is and has been no real necessity for daily passenger-train 
service, but because of the expressed desire of certain Marine Corps 
officers, Coast Line offered to establish such service between Wilming- 
ton and New Bern via Camp Lejeune provided the Government would 
guarantee that the operation would not be conducted at a loss. That 
offer was not accepted. 

As evidence of the lack of need for daily passenger-train service, 
— Secretary of the Navy filed a formal complaint with the North 

Carolina Utilities Commission on February 12, 1952, seeking to re- 
quire Coast Line and A. & E. C. to jointly operate such service. 
After hearing, the North Carolina Commission dismissed the com- 
plaint on December 2, 1953, and found that the passenger-train service 
demanded by the Navy would not attract patronage sufficient to pay 
the expense of operating the trains and that public convenience and 
necessity did not, therefore, require the installation and operation of 
such trains. 

Mr. Senator, I would like to read one paragraph of the North Caro- 
lina report. 

Senator SrenNis. Go ahead. 

Mr. Frevps. This is next to the final paragraph : 

Upon careful consideration of all the testimony and briefs filed by counsel for 
the respective parties, the commission finds that the passenger-train service 


demanded by the Navy, as set out in the bill of particulars filed in this cause, 
will not attract passengers sufficient to pay the expense of operating such trains; 
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that public convenience and necessity does not require the installation and 
operation of said trains, and that the business of said railroad does not justify 
the train service demanded. 

Senator STrennis. What date was that ? 

Mr. Frevps. December 2, 1953, after extensive hearings, where 
nays many witnesses from the Marine Corps testified. 

ator Stennis. Colonel, you make a note there and answer that, 
F you want to, and let’s move on to the next point. 

Senator Case. What was the date of that in relation to the act that 
was passed by Congress ‘ How long after that / 

Mr. Fretps. | missed the question. 

Senator Case. What was the relation of the date of that finding by 
the North Carolina commission in relation to the act passed by 
( ongress / 

Mr. Freutps. This was after the railroad had been authorized. 1] 

give you the date. IT think I can get it in just a minute. 

Mr. Jerrorps. June 17, 1950. 

Senator Case. Had the line been operating as a freight line? Was 
the North Carolina finding based upon facts available after the line 

had been operating for freight operation 4 

Mr. Frevps. No, sir; the line did not go into operation until the 
first part of last year. They knew it was being constructed. It was 
being constructed at the time of this hearing and decision. 

Senator Case. What was the occasion for the decision ¢ 

Mr. Fretps. The Navy filed a complaint with the North Carolina 
commission demanding passenger-train service of the Atlantic Coast 
Line and A. & FE. C., and this was the finding of the North Carolina 

ommission. It would be a separate State operation because it was 
intrastate, and therefore was filed before the North Carolina com- 
mission. 

Senator Srennis. All right, proceed. 

Mr. Frexps. In the proposed hemes Camp Lejeune Railroad offers 
to establish passenger-train service of one round-trip a day between 

ae Lejeune and Goldsboro via Havelock, subject to the provision 

that Camp Lejeune Railroad may at its election discontinue the serv- 
ce f at the end of any 6-month period of operation the net results 
show a loss from such passenger-train service. The mere fact that 
the offer of Southern is subject to abandonment after a test period 
would indicate Southern is convinced the service will not attract 
patronage sufficient to pay the expense of operation and the offer to 
inaugurate such service is plainly an artifice to cajole the Navy De- 
partment into favorable consideration of Southern’s bit to lease the 
(rovernment-owned line. 

As to the alleged need for additional transportation service, there 
is, and has been, no such need. Coast Line has furnished adequate 
vnd efficient. transportation service for the handling of all Camp 
Lejeune rail traffic from the time of construction of Camp Lejeune 
as a Marine base in 1941. The traffic has been handled in normal 
times and in times of war without complaint or criticism from any 
source and with many favorable comments on the service from the 
Army and Marine Corps officers in direct contact with the transporta- 
tion of rail traffic to and from Camp Lejeune. 

In the calendar year 1942 during World War IT, the carload freight 
movement to and from Camp Lejeune via Coast Line was in excess of 
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2,000 loaded cars. In addition to that, substantially a like number of 
empty cars was handled. 

In addition to the freight traffice in 1942, Coast Line handled 
on of approximately 71,000 troops in passenger se rae 

In the calendar year 1954, the movement of troops in passenger 
service was practically nil and the carload freight cereal to and 
from Camp Lejeune was down to 3,765 carloads. Thus, the alleged 
need for additional transportation service is unrealistic since Coast 
Line has demonstrated its ability to handle an extraordinary volume 
of traffic in wartimes and obviously can readily handle the much 
smaller volume of traffic moving in normal times. Further, Coast 
Line existing facilities are adequate to handle even a greater volume 
of traffic than was handled to and from Camp Lejeune in the year 

12 during World War II. 

Senator Jackson. Why didn’t you build this line, 8.4 miles, the one 
that was built in 1941, that spur line? 

Mr. Frevps. In the first stages of construction in 1941, the contractors 
who were building the camp leased a locomotive from Coast Line, and 
with that motive power and their own labor, performed the switching 
between the connection with our railroad and the point of unloading 
within the camp. 

During the time of construction there were discussions between the 
(Coast Line and the Marine Corps. We offered to make Lejeune a 
station on the Coast Line, and publish schedules, and take over the 
railroad that the contractors had built. 

Senator Jackson. You knew this huge facility was going in; why 
didn’t the railroad suggest that they would build this spur in there? 

Mr. Fretps. The Government, in no case to my knowledge—and we 
have served over 100 installations—permits a private company to build 
anything on Government land. 

Senator Jackson. But they can lease it. 

Mr. Freips. We offered to take it over. 

Senator Jackson. Oh. Did you offer to build this spur in there? 

Mr. Firetps. No, sir; because that was contrary to Government regu 
lations, 

Senator Jackson. Did you ask to make the arrangements? 

Mr. Fietps. We offered to take it over when they were building it. 

Senator Jackson. But usually railroads are alert to keep the Gov- 
ernment out of the railroad business. 

Mr. Freips. In no case have they ever permitted us to build a foot 
of railroad on Government property. 

Senator Jackson. Even by lease?’ 

Mr. Fiecps. Even by lease. 

Senator Jackson. Is that true throughout the country / 

Mr. Fiexps. I am not familiar except in the Southeast; so far as ] 
know. 

Senator Jackson. Why did the Government way back in 1941 go in 
and build a Government-owned railroad ? 

Senator Stennis. That is 15 years old. 

Senator Jackson. I am trying to get the history. 

Mr. Fretps. The Government property which they took over on 
which to build this project extended up to the right-of-way of the 
Coast Line Railroad. In all our negotiations with the Government 
we have never been permitted to own a single thing on Government 
property. We understand that is a Government regulation. 
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Senator Case. Regardless of what that situation may have been, 
the railroad is there now. 

I would like to ask 1 question, maybe 2 questions. First, do you 
think the Government ought to be overating a railroad ¢ 

Mr. Frerps. In competition with common carriers; no, sir. 

Senator Case. What do you think we ought todo with it? We have 
the railroad now. 

Mr. Fieips. I would suggest, sir—first, let’s say it is the position 
of the Coast Line that it was a mistake to build because of a misunder 
standing on the part of those who authorized it. 

Senator Jackson. Which one are you talking about ? 

Mr. Freutps. The 27-mile line. The mistake having been made, 
you can correct that mistake, and the answer to that question would 
be to take the rail, metal materials, and crossties, and use them at other 
governmental installations as they are building them, for instance, 
at St. Marys, Ga., they are building an ammunition depot, where 
they require 40 miles of railroad. They can use the right-of-way as 
a military highway. They have the grade in a straight line between 
the two cantonments. 

Senator Srennis. Take the railroad up and go out of business? 

Mr. Frexps. Yes, sir. 

Senator Case. What would we do with the 8.4 miles from Camp 
Lejeune to the Atlantic Coast Line? 

Mr. Freips. That is now being operated by the Marine Corps. 

Senator Case. What would we do with that? 

Mr. Frevps. We would make the same offer that we would make 
Camp Lejeune a point on our railroad and publish rates to and from 
Camp Lejeune and operate it over it. 

Senator Case. So you could go either southwest toward Wilming- 
ton, or you could go over to the junction and go to New Bern on your 
present facilities. 

Mr. Frewps. Yes, sir. 

Senator Srennis. Let’s just get along with your facts, now. 

Mr. Frexps. In a case before the Interstate Commerce Commission, 
Docket No. 30995, covered by reports and orders of the Commission 
dated January 14 and February 1, 1954, the Secretary of the Navy 
sought to have the Commission require Coast Line to establish addi- 
tional routes for the movement of traffic to and from Camp Lejeune. 
After hearings, the Commission found that the routes sought were 
not needed in order to provide adequate and more efficient or more 
economic transportation and were not needed in the national defense. 
This is conclusive evidence of the adequacy of Coast Line service for 
the handling of Camp Lejeune traffic and definitely and completely 
refutes the alleged need for additional transportation service. 

The purpose of the proposed lease is to enable the Southern Rail- 
way to extend its line of railroad beyond Goldsboro to Camp Lejeune 
for which there is no public or national-defense need when viewed 
from any standpoint. 

Senator STrennis. It seems to me that is a major point that you 
made up here that these hearings, as recently as February 1, 1954, 
the Navy sought to have the Commission require Coast Line to es- 
tablish additional routes for the movement of traffic to and from 
Camp Lejeune. 

You mean over the short line railway ? 
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Mr. Fiexps. No, sir. That was through New Bern. They wanted 
the rates made applicable through New Bern to all destinations and 
origins. The ICC, following extensive hearings, found it was not 
justified. 

' Senator Stennis. All right, proceed. 

Mr. Frevps. It would enable Southern Railway to reserve to that 
railroad the exclusive handling as an originating or terminating line 
of oe pound of rail freight | traflic and ever y rail passenger to and 
from Camp Lejeune with a consequent complete ousting of Coast 
Line and the taking away from Coast Line as the originating or 
terminating line of all of the rail traffic which it exclusive ‘ly has han- 
dled efficiently and economically since the establishment of Camp 
Lejeune as a Marine base in 1941, the revenue from which has been 
the very lifeblood of Coast Line’s Wilmington-New Bern line. 

Such an eventuality would be a previously unheard-of thing in that 
it would be a complete substitution of an unproven transportation 
service for an existing service which has proven its adequacy and effi- 
ciency and with no compensating benefits sufficient to justify such a 
substitution. 

Construction of the new Government-owned line between Camp 
Lejeune and Havelock was completed and the line put into operation 
on or about February 1, 1954. According to our records, in the period 
February 1 through December 31, 1954, there were moved over that 
line- 

Senator STENNIs. You are saying here that if we let the contract, 
it will make it so you cannot operate from Wilmington to New Bern 
because there will not be freight revenue ? 

Mr. Frevps. It will dry up that line. The biggest thing there is 
Camp Le eae. 

sony STENNIS. Is that through farmland? Is that developed 
country, or is it wild land ¢ 

Mr. Br 1eELDs. There isn’t much development there except this town 
of Jacksonville, which has developed as a result of Camp Lejeune, 
and a lime rock deposit between Jacksonville and New Bern. That 
is the biggest thing. 

Senator Stennis. All right, go ahead. 

Mr. Fretos. According to our records, in the period February 1, 
through December 31, 1954, there were moved over that line only 104 

carloads of rail freight traffic—that is an average of 1 car every 3 
cs ays—all of which moved between C amp Lejeune and ¢ heer y Point 

r Morehead City, both of which points are shown on the map. 
Senator Stennis. You mean only 104 cars for the whole 11-month 
period ¢ 

Mr. Frevps. That was our record. 

Senator Stennis. All right, I thought he said 104 the last month 
of operation. 

Mr. Frevps. And maybe 1 or 2 in the first month’s. Our records 
could be a little different. We don’t have an actual check there. We 
have representatives there who watch the operation, and this was their 
count. If we are off a few figures, it doesn’t make the figures too 
different. 

Senator Srennis. Colonel Robertson, his testimony is 104 cars 
moved on this His Through the 11-month period. 

58618—55-——_4 
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Colonel Roserrson. The numbers which I gave the committee, 
sir, were received by telephone from Camp Lejeune Friday afternoon 
from the officer in charge of that operation, and it is his statement to 

e that that is exactly what moved. 

"Sanaa Srennis. Let’s proceed. 

Mr. Frexps. This traffic could just as well have been handled | 
Coast Line in connection with A. & E. C. Railway via New Bern or, 
considering the nature of the traffic and the short hauls involve d, could 

have been handled by trucks at perhaps even lower cost to the Gov 
ernment. During the calendar year 1954, there were handled by Coast 
Line to and from Camp Lejeune 3,765 carloads of freight traffic in 
comparison with the negligible number handled over the line between 
Camp Lejeune and H: avelock. Thus, in face of the claims made by 
the Marine Corps officers prior to the time of its construction, of the 
need for the additional line, experience in its first year of operation 
indicates they have found practically no use for the line. 

Under the terms of the proposed lease the rental to be paid | 
lessee to the Government for use of the Government-owned r: yaaa 

ill be $8 per revenue car of freight traffic handled over the line up 
to 4,500 carloads in any one calendar year and at the rate of $4 per 
carload for the excess over that number. Based upon the movement 
of 3.765 carloads which Coast Line handled to and from Camp Lejeune 
in the calendar year 1954, this would mean lessee, as a substitute for 
Coast Line, would pay rental in the amount of $30,120. The cost of 
construction of the line from Camp Lejeune to Havelock was ap- 
proximately $3 million and the cost of the prior existing Government 
line extending from the Coast Line near Jacksonville to the Camp 
Lejeune area was probably—our people have estimated here a oe 
dollars, but I heard the colonel estimate that his total cost was 3. 
million. I assume that that includes what I am talking about. 

So that the trackage involved in the proposed lease » represents a 
investment of public funds in the amount of approximately $3,325, 000. 
using the colonel’s own figures. The annual return in rental in the 
amount referred to-—based on the number of cars in 1954—would rep- 
resent a return of only 1 percent on the taxpayers’ investment, which 
! submit is a return any private enterprise would consider far from 
adequ: ite. 

Since, as already developed by experience, substantially no use can 
be found by the Marine Corps for the line which was authorized to 
be constructed from Camp Lejeune to Havelock by Public Law 564, 
simple economy would seem to dictate that it should be dismantled 
and use found for the track materials at some other Government in- 
stallation where there may be a real need for Government-owned rail 
facilities rather than to turn the line over by lease at a nominal rental 
to a truckline railroad presently far remote from C amp Lejeune to 
enable that railroad to extend its line of railroad into Camp Lejeune 
and serve as a substitute for Coast Line in originating or bariinaaihe 
all Camp Lejeune rail traffic. 

Considering that the results of the proposed lease agreement and 
the operation of the Camp Lejeune Railroad as a common carrier part 
of Souther n Railway system ool be the establishment of an entirely 
new unproven service for the proven adequate, efficient, and economic 
service of Coast Line and considering that the pr oposed substituted 
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service would in general be less efficient and less economic than that of 
Coast Line, I submit that the public interest, the requirements of the 
national defense, and the dictates of simple e 7 onomy can best be served 
if the proposed lease and use agreement be disapproved by your 
committee. 

I thank you for hearing me and I have just one other statement. 

No; I have already made that statement, and that was that we 
offered to make the line down into Camp Lejeune, sir. That is all 1 
have. 

Senator STENNIS. Your main point is you handle 3,765 carloads 
of freight and that to lease out this other line will permit them to 
originate all of this freight that goes out of there and all that comes 
in, and you will therefore not be justified in going from Wilmington 
to Jacksonville, and then up to New Bern? 

Mr. Fretps. Yes, sir. 

This map shows in two colors that the two lines are parallel. The 
proposal is to lease from here out to here. So LeJeune will be on the 
Camp Lejeune Railroad and will be local to that railroad. They will 
originate and terminate all of the business. If that business is taken 
away from Coast Line, the business on this line will dry up. 

Senator Stennis. Below Wilmington, if you pick up freight com- 
ing to Camp Lejeune, what would you do ‘with it if this lease goes 
through 7 

Mr. Fievps. If it is competitive traffic, we wouldn’t be able to pick 
up. It would be routed to Southern Railway. 

Senator SrenNis. If someone were shipping in Atlanta— 

Mr. Frevps. Birmingham or any point like that. It would go South- 
ern Railway. 

Senator Stennis. Why would it go Southern? That is somebody’s 
choice down there. Would they be logical in choosing Southern ? 

Mr. Frexps. I think so, for the reason that they get so much a car 
for every car that is handled over that line, $8 a car. If they can’t 
handle any cars, the Government won’t get any rental. 

Senator Stennis. The Government would tell them to route it by 
Southern / 

Mr. Fievp:. Yes, sir. In order to take advantage of the rental, they 
would do that. It is based on per car. 

Senator Stennis. This little railroad down here would originate 
this freight from Camp LeJeune. It gets a bonus for originating, 
doesn’t it? Doesn’t the originating line get a bonus for starting the 
freight off? I don’t know whether it is a bonus, but it is more of a 
pro rata share. 

Mr. Frievps. You are thinking about the division among the rail- 
roads. They would get plenty for it. 

Senator Srennis. Senator Case? 

Senator Caspr. You suggested taking up the line and salvaging the 
rails. How much salvage do you estimate would be accomplished ? 

Mr. Frevps. Senator, would you mind if I referred that question 
to the vice president of operations, who is more familiar with those 
matters than 1? 

Mr. Jerrorps. I would say the loss, assuming that the Government 
could and would use the right-of-way or roadbed for a militar v road 
between Lejeune and Havelock, we estimate that the necessary loss 
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to the Government onasS 3 million estimated cost would be less than au 
half million dollars. 

Senator Case. In other words, that they would recover about $ 
million ¢ 

Mr. Jerrorps. Yes, sir. That is making use of that grading. 

Senator Case. What is rail steel worth ¢ 

Mr. Jerrorps. About $95 a ton, or more than $100 a ton delivered. 

Senator Case. According to the debate in the Senate at the time 
this $8 million was made available, 4,800 tons of rail were required for 
the job. The debate at that time turned on the question of the use of 
steel which was a strategic material. At $100 a ton, that would be 
$480,000, about a half million dollars worth of rail. 

Mr. Jerrorps. That is right. 

Senator Cask. You are estimating the salvage value would be worth 
$214 million. How did you estimate that, if the original cost of the 
rail was $480,000 ? 

Mr. Jerrorp.. That is assuming they would make use of the grading 
and roadbed for a military road for the use of trucks. The colonel 
made a statement that in that area the roads will not hold up his heavy 
trucks. The best roadbed I knew of, the best base, would be this 
railroad right-of-way or roadbed that has been constructed, so in that 
event you would salvage the grading and drainage. 

Senator Cask. At $100,000 a mile? 

Mr. Fretps. May | comment—excuse me. 

Mr. Jerrorps. You would also salvage the crossties. That is 3,500 
to the mile. 

Senator Case. It will cost us something to salvage it. 

Mr. Jerrorps. They are creosoted ties and they are practically new. 
The salvage value would be $3.50 to $4 apiece. 

Senator Case. When this matter was up on the floor of the Senate 

| 1951 there was a proposal that you be given 90 days additional time 
in which you might build the road, Senator Hoey finally accepted 
that, amendment. It was suggested by Senator Russell, Senator 
Knowland and others, and that amendment was accepted. What did 
you do during that 90 days’ time? 

Mr. Firips. May I answer that question by saying—and I believe 
it was asked by you—whether the Coast Line was offered this railroad 
after it was built. 

Senator Casr. This was before. 

Mr. Fretps. This answer will be to both questions. The Coast Line 
having this parallel line between Jacksonville and New Bern, and 
having operated it many, many years, and having this limestone 
quarry on it, which I referred to, would not be justified i in building a 
parallel line. The ultimate result would be that one of them would 
be dried up and we would have to go to the ICC and ask for authority 
to abandon one of the duplicate lines. This other one having been es- 
tablished and serving this limestone quarry, we were not justified j in 
building the railroad, nor were we justified in taking over or making 
an offer for the operation of the railroad after it was built. It would 
simply be a duplicate service. 

Senator Stennis. Anything further, Senator Case ? 

Senator Casr. No, except, Mr, Chairman, it seems to me you have 
the practical situation, you have the railroad there. To the extent 
that we ought to be able, we ought to get an economical solution to it. 
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I wonder if you made a thorough presentation of this to the com 
mittees that handled the legislation at the time. 

Mr. Fievps. I made as thorough a presentation as I could before 
the Senate Appropriations Committee. May I add, that as a result of 
that presentation, this item was eliminated from the bill, and it went to 
the Senate—— 

Senator Casr. The Senate floor, and Senator Hoey offered an 
amendment, and it was accepted by the full Senate. 

Mr. Fretps. Yes. 

Senator Strennis. Let me ask you this: What about that $65,000 
figure there that was given here as an estimate on the maintenance of 
this line, projected cost of the maintenance?) What was the figure 
you gave here ¢ 

Colonel Ronertson. $65,000. 

Senator Stennis. The maintenance cost per year. They estimate 
that asasaving. What do you say to that figure? It sounds mighty 
high to me. 

Mr. Jerrorps. Senator, on the Atlantic Coast Line, where we have 
authorized speeds of 90 miles an hour with double track main line, as 
compared to this slow speed track, our average maintenance per mile 

s less than $2,000 per year per mile. 

Mr. Fretps. May I add this, sir, about the maintenance cost. I have 
shown that the freight rates will not be less; if this line goes in here, 
they will be more. I couldn’t state without taking every car that 

noves from origin and destination and say how much more it will cost 
the Marine C orps, but it could well be that the additional cost they 
will pay in freight will make up the maintenance costs. 

Senator Stennis. Do you mind making a reasonable estimate of 
what you would think the maintenance of this road would be? 

Mr. Jerrorps. For the first 5 years the maintenance will be nil. 
They have new rails, new crossties, and new ballasts. The only thing 
will be the labor to pull up the low joints and keep the tracks smooth. 

For the first 5 years there probably would not be. I would like to 
make one observation with respect to this rental that Mr. Fields refers 
to of less than 1 percent. It 1s customary among railroads that they 
pay a carrier, if they use that carrier’s tracks, 214 percent interest 
rental on the facilities. 

Senator Stennis. On what it cost or replacement value ? 

Mr. Jerrorps. On the capital account brought up to date. In other 
words, if they were to take over January 1 in any particular year, it 
would be the present value as of that date, plus any capital expendi- 
tures made subsequent thereto. 

Senator Srennis. Two and a half percent ? 

Mr. Jerrorps. That is based on 50 percent théoretical use of it. 

Senator Stennis. What do you mean 50 percent theoretical use ! 

Mr. Jerrorps. Because it is predicated on a 5 percent return. For 
trackage rights the carrier would bear 214 percent. Here for the 
entire usage : of the track the Government is getting less than 1 percent. 

Senator Srennis. That is where you have trac kage rights ? 

Mr. Jerrorps. We have track agreements with the Southern Rail- 
way where they use our tracks, maintain the tracks from Savannali to 
Jacksonville and from Selma, N. C., to Norfolk. 

Senator Stennis. You pay ordinarily 214 percent ¢ 
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Mr. Jerrorps. They pay 24% percent interest,.and aside from that, 
they pay their pro rata share of the maintenance and operation of it. 

Senator Jackson. I take it you can’t make an offer, Mr. Fields. 
You didn’t submit a competitive proposal in the operation of the Gov 
ernment line because you felt you would have to give up your line 
from Jacksonville to New Bern. 

Mr. Frevps. Because we had a parallel line. 

Senator Jackson. Duplicating line’ 

Mr. Fievps. Yes. 

Senator Jackson. So you didn’t make a proposal ? 

Mr. Fievps. Yes, sir. 

Senator Jackson. So the only one who could make a proposal 1 is the 
Southern Railway. They are the only ones who could operate in that 
area. 

Mr. Fieips. The A. & E. C. are really operating in the area. 

Senator Jackson. Apparently there is some agreement between 
\. & E. C. and the Southern Railway to acquire for this purpose the 
operation of that line. 

Mr. Fievps. That is right. But at the time this project was under 
consideration by the Congress, sir, it was submitted by the Marine 
Corps that they had a commitment from A. & E, C. to operate the rail- 
road and passenger service from Camp Lejeune to nara I 

ieard that offer made by a representative of A. & E. C. during the 
course of those hearings. But when A. & E. C. was par to make an 
offer for it, you heard the Colonel’s statement as to why they didn’t 
make it. 

Senator Jackson. Couldn’t you have made arrangements with the 
\. & E. C. to take care of Havelock and Morehead City, so you could 
achieve the objective of the Marine Corps; that is, taking care of 
(Cherry Point and Mor eH and Camp Lejeune? 

Mr. Freips. Senator, I don’t recall the exact date. I will say it 
might be 3 years ago. That is approximate. A. & E. C. operated 
passenger service between Morehead and Goldsboro. They asked the 
G ommission to take it off, because it didn’t pay, and nobody opposed 

, not even the Marine Corps. 

ele Stennis. How recent is that? 

Mr. Frie.ps. Three years ago. 

Senator Jackson. From Goldsboro to Camp Lejeune over A. & 
E. C., and your line is actually a lesser distance than to go around the 
other way to Havelock; isn’t it? 

Mr. Frevps. Yes, sir. 

Senator Jackson. The distance is shorter? 

Mr. Frevps. Yes, sir. 

Senator Jackson. According to this map? 

Mr. Frexps. It is shorter, of course. 

Senator Srennis. Anything else? 

Senator Jackson. That is all. 

Senator Stennis. While you have the map before you, if you had 
transportation rights from Havelock to New Bern, would you be 
interested, then, in a lease of this Government-owned line, the 8.4 miles 
plus the 27.2 miles? Is that a fair question? You don’t have those 
r ights from Havelock to New Bern. 

Mr. Frevtps. We do not have and I doubt whether we could, since, 
as we understand it, A. & E. C. is under option to Southern Railway, 
sir. 
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Senator Jackson. Did you ever make an effort to work it out ? 

Mr. Freips. To obtain a part of that A. & E. ¢ 

Senator Jackson. Yes. 

Mr. Frextps, No, sir; we did not. Passenger service was found not 
justified by the North Carolina Commission, which confirmed our own 
thoughts on the subject. 

Senator Stennis. All right, would you suspend right there, whether 
you are through or not. “Congressman Barden wants to be heard. 
~ Do you have anyone—— 

Wait a minute. Senator Case desires to ask a question. 

Senator Case. Colonel, you heard testimony about the suggestion 
that the rails be taken up and the line from Camp Lejeune to Have- 
lock be used as the basis for a truck highway. Do you have such a 
requirement? Do you need a road or highway between those two 
points ¢ 

Colonel Rozpertson. No, sir. 

Senator Casr. Then you wouldn’t anticipate getting any salvage 
out of the roadbed if the rails were taken up ? 

Colonel Roserrson. No, sir. We have a power line right-of-way at 
this time for a power line between the two stations. That takes care 
of all our power and communication needs. The problem as far as 
road traflic is concerned, is one of strength of bridges, and we still 
couldn't get from Havelock to Morehead City over existing routes. 
‘That is our flow of heavy traffic. 

Senator Case. What is the life of this rail line, if you are amortiz- 
ing it, what would you amortize it for? 

Mr. Jerrorps. I would say that it would be from 15 to 18 years. 

Senator Case. Fifteen to eighteen years? 

Mr. Jrrvorps. The rail itself will last inde finitely with light traffic 
on it. That is the average I was giving you. 

Senator Srennis. The roadbed will last, too. 

Mr. Jerrorps. Yes. I understood that my talking about salvaging 
the grading and roadbed was on the premise that this roadbed could 
handle these heavy trucks between the two stations, and the Govern- 
ment could save money by their own trucks over the route. 

Senator Case. If there is no requirement for it, it wouldn’t repre- 
sent any savings. 

Mr. Jerrorps, If there is no requirement for the road, there 
wouldn’t be any for the railroad. 

Senator Jackson. We find ourselves in this situation, that what 
you are advocating now was debated in the Congress and the Con- 
gress made a decision to build a railroad. We have a railroad. What 
(lo we do with it? 

Senator Case. If you say 15 to 18 years, if you take 20 years as an 
easier figure, to figure mentally, and also a little more generous per- 
haps on the life of i it, 20 years at $64,000 on the payment and at $30,000 
on the track, together will yield in 20 years about $1,880,000, if I 
ligured correctly_ 

Mr. Fretps. That is discounting an increase in freight charges. 

Senator Casn. Yes, it is. I think accurate computing here would 
require bringing in some depreciation, and some other things. But 
the salvage figure i isn’t very interesting if there is no requirement for 
a truck highway and if your new rail is worth only about a half mil- 
lion dollars. The Government has to try to find what the best deal 
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is. We are confronted by the situation of having a roadbed. If we 

could get $1,800,000 or a million and three-quarters salvage by using 

it, that would seem to be more attractive than to rip it up and move it. 
(The statement submitted by Mr. Fields follows:) 


Under the proposed lease and use agreement between the United States of 
America and Camp Lejeune Railroad Co., which your committee has under 
consideration, the Government proposes to lease to the Camp Lejeune Railroad 
Co. a Government-owned line of railroad 35.6 miles in length extending between 
Havelock, N. C., and Jacksonville, N. C., through the Marine Corps base at 
Camp Lejeune, N. C. 

Camp Lejeune Railroad Co. was recently incorporated as a subsidiary of 
Southern Railway Co. and, as part of the proposed agreement, Southern Railway 
will guarantee performance by Camp Lejeune Railroad Co. of all of its covenants 
and obligations. 

The map made a part of this statement shows the location of the Government- 
owned line in relation to existing lines of Atlantic Coast Line Railroad Co. 
and other railroads in the area. The several lines are shown in different colors. 
(he short blue line extending from the red line of Coast Line, near Jackson- 
ville, to the Marine Corps base is a Government-owned line of railroad which 
was constructed by the Government at the time of construction of Camp Lejeune 
as a marine base in 1941. Since that time all of the rail traffic moving to 
and from Camp Lejeune has been handled by Coast Line to and from setoff 
tracks on Coast Line right-of-way at the junction and has been moved between 
such tracks of Coast Line and the loading or unloading tracks within the camp 
area, over the blue line a distance of approximately 8 miles, by the Marine 
Corps with Government-owned motive power. 

The yellow line is a Government-owned line approximately 27 miles in length 
extending from the Camp Lejeune Marine Base to a connection with the green 
line of Atlantic & East Carolina Railway at Havelock, the construction of 
which was completed in February 1954. 

The Government-owned blue-line segment and yellow-rline segment connect 
at a point in the camp area and the combination of the two is the line 35.6 miles 
in length proposed to be released by the Government to the Camp Lejeune 
Railroad. 

Construction of the 27-mile vellow line from Camp Lejeune to Havelock 
was authorized by Public Law 564 (S. 2440), 8ist Congress, approved June 17, 
1950, and the sum of $3 million was appropriated for its construction by Public 
Law 254 (H. R. 5650), 82d Congress, approved November 1, 1951, 

Coast Line representatives appeared before the House Armed Services Com- 
mittee and the Senate Appropriations Committee at hearings on the bills cover- 
ing the proposed construction and the appropriation for construction and 
presented testimony in opposition to construction of the 27-mile line sponsored 
by the Marine Corps and the Navy Department. 

The position of Coast Line at those hearings was that construction of the 
line Was totally unnecessary and would constitute a needless waste and expendi- 
ture of public funds. In my opinion, the authorization of the project and the 
appropriation of the funds for its construction resulted from a serious mis- 
understanding of the rights and responsibilities of a common carrier by rail 
as set forth in the Interstate Commerce Act and from a distorted presentation 
of the supposed equities and economies of the project. This misunderstanding 
was engendered by testimony of certain officers of the United States Navy and 
Marine Corps before the several committees of Congress in which many unsup- 
ported claims were made of the advantages that would ensue to the Govern- 
ment from the proposed project. Among these claims were: (1) Alleged savings 
in freight charges and passenger fares: (2) alleged savings in the elapsed time 
of transportation of freight: (3) alleged need for daily passenger-train service : 
and (4) alleged need for additional transportation service. 

The plan of the Southern Railway, if the proposed agreement is executed and 
it be permitted to operate the Camp Lejeune Railroad as a common carrier, is 
to also acquire control of the A. & E. C. Railway, shown in green on the map, and 
through this means to extend Southern Railway System beyond Goldsboro 
through Havelock to Camp Lejeune and to Jacksonville. 

Without giving a detailed explanation of each claim of the officers of the 
Marine Corps and the Navy Department previously enumerated, which would 
unduly prolong my statement, the facts are that the lease to and operation by 
Southern Railway of the Camp Lejeune Railroad will not result in any savings 
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to the Government in freight charges or passenger fares, or any savings in the 
elapsed time of transportation of rail freight to or from Camp Lejeune. To the 
contrary, any changes in the freight charges or passenger fares would be in- 
creases and the time in transit via routes including the leased line would exceed 
the transit time over the presently existing rail routes. 

The alleged need for daily passenger-train service was never supported by any 
evidence of actual need for such service. There is and has been no real neces- 
sity for daily passenger-train service, but because of the expressed desire of 
certain Marine Corps officers, Coast Line offered to establish such service between 
Wilmington and New Bern via Camp Lejeune provided the Government would 
guarantee that the operation would not be conducted at a loss. That offer was 
not accepted. 

As evidence of the lack of need for daily passenger-train service, the Secretary 
of the Navy filed a formal complaint with the North Carolina Utilities Commis- 
sion on February 12, 1952, seeking to require Coast Line and A. & E. C. to jointly 
operate such service. After hearing, the North Carolina Commission dismissed 
the complaint on December 2, 1953, and found that the passenger-train service 
demanded by the Navy would not attract patronage sufficient to pay the expense 
of operating the trains and that public convenience and necessity did not, there- 
fore, require the installation and operation of such trains. 

In the proposed lease, Camp Lejeune Railroad offers to establish passenger- 
train service of one roundtrip a day between Camp Lejeune and Goldsboro via 
Havelock, subject to the provision that Camp Lejeune Railroad may at its elec- 
tion discontinue the service if at the end of any 6-month period of operation the 
net results show a loss from such passenger-train service. The mere fact that 
the offer of Southern is subject to abandonment after a test period would indicate 
Southern is convinced the service will not attract patronage sufficient to pay 
the expense of operation and the offer to inaugurate such service is plainly an 
artifice to cajole the Navy Department into favorable consideration of Southern’s 
bid to lease the Government-owned line. 

As to the alleged need for additional transportation service, there is, and has 
been, no such need. Coast Line has furnished adequate and efficient transpor- 
tation service for the handling of all Camp Lejeune rail traffic from the time of 
construction of Camp Lejeune as a Marine base in 1941. The traffic has been 
handled in normal times and in times of war without complaint or criticism 
from any source and with many favorable comments on the service from the 
Army and Marine Corps officers in direct contact with the transportation of 
rail traffic to and from Camp Lejeune. 

In the calendar year 1942 during World War II, the carload freight movement 
to and from Camp Lejeune via Coast Line was in excess of 20,000 loaded cars. 
In addition to that, substantially a like number of empty cars was handled. In 
addition to the freight traffic in 1942, Coast Line handled a total of approximately 
71,000 troops in passenger service. 

In the calendar year 1954, the movement of troops in passenger service was 
practically nil and the carload freight movement to and from Camp Lejeune 
was 3,765 carloads. Thus, the alleged need for additional transportation service 
is unrealistic since Coast Line has demonstrated its ability to handle an ex- 
traordinary volume of traffic in wartimes and obviously can readily handle the 
much smaller volume of traffic moving in normal times. Further, Coast Line 
existing facilities are adequate to handle even a greater volume of traffic than 
was handled to and from Camp Lejeune in the year 1942 during World War II. 

In a case before the Interstate Commerce Commission, Docket No. 30995, 
covered by reports and orders of the Commission dated January 14 and Feb- 
ruary 1, 1954, the Secretary of the Navy sought to have the Commission require 
Coast Line to establish additional routes for the movement of traffic to and 
from Camp Lejeune. After hearings, the Commission found that the routes 
sought were not needed in order to provide adequate and more efficient or more 
economic transportation and were not needed in the national defense. This 
is conclusive evidence of the adequacy of Coast Line service for the handling 
of Camp Lejeune traffic and definitely and completely refutes the alleged need 
for additional transportation service. 

The purpose of the proposed lease is to enable the Southern Railway to 
extend its line of railroad beyond Goldsboro to Camp Lejeune for which there 
is no public or national-defense need when viewed from any standpoint. It 
would enable Southern Railway to reserve to that railroad the exclusive handling 
as an originating or terminating line of every pound of rail freight traffic 
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and every rail passenger to and from Camp Lejeune with a consequent complete 
ousting of Coast Line and the taking away from Coast Line as the originating 
or terminating line of all of the rail traffic which it exclusively has handled 
efficiently and economically since the establishment of Camp Lejeune as a Marine 
base in 1941, the revenue from which has been the very lifeblood of Coast 
Line’s Wilmington-New Bern line. Such an eventuality would be a previously 
unheard of thing in that it would be a complete substitution of an unproven 
transportation service for an existing service which has proven its adequacy 
and efficiency and with no compensating benefits sufficient to justify such a 
substitution. 

Construction of the new Government-owned line between Camp Lejeune and 
Havelock was completed and the line put into operation on or about February 1, 
1954. In the period February 1 through December 31, 1954, there were moved 
over that line only 104 carloads of rail freight traffic, all of which moved 
between Camp Lejeune and Cherry Point or Morehead City, both of which 
points are shown on the map. This traffic could just as well have been handled 
by Coast Line in connection with A. & E. C. Railway via New Bern or, consid- 
ering the nature of the traffic and the short hauls involved, could have been 
handled by trucks at perhaps even lower cost to the Government, During 
the ilendar year 1954, there were handled by Coast Line to and from Camp 
Lejeune 3,765 carloads of freight traffic in comparison with the negligible 
number handled over the line between Camp Lejeune and Havelock. Thus, in 
face of the claims made by the Marine Corps officers prior to the time of its 
construction, of the need for the additional line, experience in its first year of 
operation indicates they have found practically no use for the line. 

Under the terms of the proposed lease the rental to be paid by lessee to the 
Government for use of the Government-owned railroad will be $8 per revenue 
car of freight traffic handled over the line up to 4,500 carloads in any one calendar 


vear and at the rate of $4 per carload for the excess over that number. sased 
pon the movement of 3,765 carloads which Coast Line handled to and from 
Camp Lejeune in the calendar year 1954, this would mean lessee, as a substi- 
tute for Coast Line, would pay rental in the amount of $350,120. The cost of 
construction of the line from Camp Lejeune to Havelock was approximately 
$3 million and the cost of the prior existing Government line extending from 


the Coast Line near Jacksonville to the Camp Lejeune area was probably as 


much as $1 million, so that the trackage involved in the proposed lease repre- 

* funds in the amount of approximately $4 million. 
rhe annual return in rental in the amount referred to would represent a return 
of only three-fourths of 1 percent on the taxpayers’ investment, which I submit 
is a return any private enterprise would consider far from adequate. 

Since, as already developed by experience, substantially no use can be found 
by the Marine Corps for the line which was authorized to be constructed from 
Camp Lejeune to Havelock by Public Law 564, simple economy would seem to 
dictate that it should be dismantled and use found for the track materials at 
some other Government installation where there may be a real need for Gov- 


sents an investment of publ 





ernment-owned rail facilities rather than to turn the line over by lease at a 
nominal rental to a trunkline railroad presently far remote from Camp Lejeune 
to enable that railroad to extend its line of railroad into Camp Lejeune and 


serve as a substitute for Coast Line in originating or terminating all Camp 
Lejuene rail traffic. 

Considering that the results of the proposed lease agreement and the opera- 
tion of the Camp Lejuene Railroad as a common-carrier part of Southern Rail- 
way system would be the establishment of an entirely new unproven service for 
the proven adequate, efficient, and economic service of Coust Line and consider- 
ing that the proposed substituted service would in general be less efficient and 
less economic than that of Coast Line, I submit that the public interest, the re- 
qu ents of the national defense, and the dictates of simple economy can best 
be served if the proposed Lease and Use Agreement be disapproved by your 
committee. 


I thank you, Mr. Chairman and gentlemen of the committee, for giving me the 
opportunity to appear before you in connection with this matter which poses such 
a serious threat upon the public welfare as well as upon the welfare of Atlantic 
Coast Line Railroad. 


Senator Srennts. All right, gentlemen. If you will pardon me, 
Congressman Barden has other matters he has to attend to, and I 
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gave him a chance to be heard first, but he wanted to defer until this 
testimony. 

Senator Ervin is also here. We will hear both of you gentlemen 
now. 

Congressman Barden, you may proceed. 


STATEMENT OF HON. GRAHAM A. BARDEN, REPRESENTATIVE 
FROM THE THIRD DISTRICT OF NORTH CAROLINA 


Mr. Barpen. Mr. Chairman, it is not that I have something more 
important than this, and I shall with your permission, remain in the 
hearing. 

Senator Stennis. Certainly. 

Mr. Barpen. I had pretty rough going with this matter over many 
years. I was driven to it and driven by none other than the Coast 
Line Railroad and its policy. I have made that statement on many 
oceasions before. The gentlemen in front of me have heard it. 

Back in 1941, since that has come around to the point that we are 
digging up skeletons that I thought were long since buried, and now 
the question at issue is whether the contract is a good contract and the 
best contract for the Government to arrange, I come here and I find 
now they are talking about digging up the railroad track. They know 
the United States is not going to authorize any such foolishness 
as that. 

In addition to that, they now talk about disco1 Snag the railroad 
track from Wilmington to New Bern that was built some 60 years 
ago, I believe, or better. The »y know they are not going to do it 
and i! every mile of the Coast Line Railroad was paying the dividends 
that piece of railroad was paying, their stock would be more than 47. 
That is a well-known fact. 

I hesitate to say some of the things that ought to be said. I was born 
on the Coast Line Railroad. I have been a private-enterprise man 
from the beginning, 20 years ago or more, when I came to Congress. 
I was driven to this because there were some 50,000 men down there 
at Camp Lejeune and the men and their families over at Cherry Point, 
and their families wanted to get down to see them once in a while, and 
the Coast Line main line, or the line from Wilmington to Rocky 
Mount is 55 miles away, and I would go home on weekends and go to 
Rocky Mount and get off their train and ride to New Bern and I never 
cot off there that 1 didn’t load my car with young wives with little 
babies and old folks, trying to get a chance to see their boys, probably 
for the last time they would ever see them. 

I begged and I plead for not only better freight service oe I 
know they didn’t give it, and there are telegrams in the record to show 
it, and if you want to dig up a skeleton, I can show you an ugly skele- 
ton, and they know it. "You had the br idge at Pollocksville between 
80 and 100 feet long across the upper reaches of the Trent River, and 
you drop the gate down there and you would stop a car at New Bern 
and throw off as much as a thousand-pound rock before you let it go 
through New Bern into Jacksonville, and then in great gle e—and 
there are the bill of ladings that you all have looked at before—you 
sent anywhere from 250 to 250,000 pounds over that bridge north. 








32 CAMP LEJEUNE RAILROAD, NORTH CAROLINA 


It was a powerfully strong bridge going north and wasn’t worth 
a cuss going south. The Marine Corps took every kind of shortage of 
service it could stand. When he talks about this case that went before 
the North Carolina Intrastate Commission, I know where the inspira- 
tion came from for that case, so far as that is concerned, and the Navy 
came down. Isaid,“Don’t besilly. Don’t you know in the first place 
you are not going to operate a passenger train from Jacksonville to 
New Bern, and then cut across the practical operation of a passenger 
train through Camp Lejeune and into New Bern and into Goldsboro?” 
In that area alone there are over a quarter of a million people. 

They talk about taking off the train. God knows, we were glad 
when they took the train off. The last car I rode in was made in the 
State of Missouri in 1905. There wasn’t any comfort. There wasn’t 
any way you could ride the thing, so far as that is concerned. 

So far as additional freight on this line is concerned, they know 
there is a rock quarry on there that is a nice paying proposition, and 
there is more freight coming up here. There are some things behind 
this. There is Morehead City, Morehead City Terminal, which is 
a State-supported terminal that the State of North Carolina has spent 
millions of dollars on, and the Federal Government has spent a mil- 
lion dollars dredging it. 

Wilmington is the headquarters of the Coast Line. They would 
like to dry up Morehead City, and I am frank enough to say it. 

Let’s get these side issues out. Morehead City is convenient for 
embarking marines and their equipment and so forth. It is only 
about a mile or so out on the sea channel, as far as that is concerned, 
and it is 25 or 30 miles from Wilmington out to the sea. 

Senator Stennis. You say that isa point of entry there ? 

Mr. Barpven. At Morehead City? 

Senator Srennis. Yes. 

Mr. Barpen. Yes,sir. Itisa30-foot channel, Mr. Chairman. 

Senator Jackson. Where is the port of embarkation for the 
Marines ? 

Mr. Barpen. They come from Norfolk, San Francisco, and all 
around, but Morehead City is where most of them have been going 
from. 

Senator Jackson. When they ship out from the camp, do they go 
out through Morehead City ? 

Mr. Barpen, Yes. 

Of course, that is quite helpful. It so happens, Mr. Chairman, 
that I have been down in Camp Lejeune and have seen a trainload 
of soldiers leave there to go to Norfolk for training. Instead of 
taking that train right straight north through New Bern to Norfolk, 
which is only a distance of about 185 to 200 miles, something of that 
kind, instead of doing that, they took those poor devils and wallowed 
them around in coaches down to Wilmington, rackled them around 
there, up to Rocky Mount and then back over to Norfolk. That took 
a minimum, so the officers told me, that they never expected to get 
there and usually didn’t get there under 12 hours. They can run a 
train faster than that if they went directly north. , 

The thing I am saying there is that I was down there with all of 
those boys. They are still there. Not a passenger train within 55 
miles of them, with bus service certainly, even if it was the best, that 
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would be inadequate to take care of families, and so forth. These 
officers in charge of those bases have a morale problem. They have a 
problem of sweeping up the dead every weekend coming out of there 
and piling in cars and coming north and east and west. 

It is kind of like one of the marines who stopped out there while I 
was going to Wilmington. There was a fork in the road ahead and 
I pulled up, and he was waiting for a ride. I said, “Son, where are 
you going” ¢ ul 

He said, “From here. 

That is about the way they take off. They go from there. 

Sure, it would be nice for the Coast Line to bottle up that area. 
And it would be wonderful, and it has been a very rich and spicy 
corner, but one I have been working—and these gentlemen know it, 
these gentlemen know I played with them to give some cooperation 
and help. They never lifted the drop gate on that bridge until this 
act was passed when we finally had the showdown, and then they took 
the drop gate off the bridge and it became as strong going north as it 
was going south. 

Mr. Chairman, it is not fair to the Government, it is not fair to the 
men, it is not fair to anybody to even consider not only the nonoperat- 
ing of this road, but the dismantling of this road between Cherry Point 
and Camp Lejeune. 

I understand the Southern has agreed to put on a passenger train 
from Lejeune into Goldsboro, which ties in with the north-south Coast 
Line road. This is going to have some added benefits over there. 1] 
don’t represent the Coast Line Railroad. I have never represented 
them in my life and insofar as I know, I never will. The same is 
true with the Coast Line. I don’t own any stock in either one. 

Senator Jackson. You mean the Southern. 

Mr. Barven. I said I didn’t have any connection with the Southern. 

Senator Jackson. You mentioned the Coast Line in both instances. 

Mr. Barpen, I have just as much connection with the Coast Line 
as I have with the Southern. 

Senator Jackson. I am trying to keep the record straight. You 
used both, 

Mr. Barpen. I am interested in those bases and the men there and 
I have seen this A. and E. C. Railroad, the roadbed and all the real 
estate, and so forth, which belongs to the State of North Carolina, 
and it was put there to give an east-west connection. 

Then the Norfolk and Southern had it. They let it go down to 
where they could finally trot over that road with a 12-mile speed limit. 
Imagine getting on a passenger car on a railroad train, whether it 
was made in the State of Missouri or not, and going 12 miles an hour. 
Surely there was no objection to taking that off. They used to have 
a passenger train from Wilmington to New Bern and they took that off. 

Are you to drop a quarter of a million people over there 50 miles 
away from passenger trains and then the minute somebody offers to put 
some service in there, no? I am going to say this. If you gentlemen 
had spent 10 years of your time trying to cooperate and improve con- 
ditions over there that you spent fighting, we would have had a better 
situation, 

[ don’t know how to talk about a thing like this without being per- 
fectly frank about it. The number of cars going in there have been 











34 


CAMP LEJEUNE RAILROAD, NORTH CAROLINA 





tremendous. That is a tremendous base. Camp Lejeune consists of 
105.000 acres and a lot of people, about 40.000 to 50,000 inside the 
base. I am talking about military personnel, not to say anything 
about the families, and so forth. 

Cherry Point isa sizable setup. 

T he Southern Railroad is a first-class railroad. They expect to come 
in there and give some first-class service. I don’t know of a section 
of any State in the United States that has grown faster and progressed 
more than that area east of the Coast Line running from Wilmington 

» Roe ky Mount. Why on earth somebody doesn’t realize that. the 

t has improved, the condition of the Coast Line Railroad will im- 
prove. The traffic on the Coast Line will improve. The traflic on 
t! ie other roads will improve. I don’t like this philosophy which 

eads one to the conclusion that if there is a proposition where one 
man is to get $25 and the other $100, that the man with the $100 
would object to it because he cannot have the whole $125. I don’t 
understand it. 

‘There have been some questions here. My friends have asked about 
the Government getting into this business. I am a private enterprise 
man. That is well-known to my friends, Senator Case and Senator 
Jackson. I am even more so than probably some of you have found 
out. But I was driven to this situation. Now the road is there. It is 
a good road. It is a useful piece of road. ‘The Coast Line is not 
going to move its railroad. I am not worrying about that. In the first 

place, the ICC wouldn’t allow it. In the second place, they are not 
sae to ask it. That is not true. There isn’t any polities involved 
in this thing so far as I am concerned, for the simple reason, marines 
cannot vote. 

No. 2. The Atlantic Coast Line Railroad crosses my district in any 
direction you look. It goes to Clinton, it goes to Goldsboro, It comes 
to New Bern. It is all around me. I have no ill will toward the 
personnel of the Coast Line Railroad. I must say I cannot go along 
with their attitude. This thing started with me way back yonder, from 
1941 right on and on, and we saw no way out of it. It has been of 
tremendous concern to the Marine Corps who, thank God, still con- 
sider the private in the Marine Corps a human being and entitled 
to some consideration and comfort. It isn’t right to throw those men 
over there and disconnect them. 

I have a file in my office that high. I couldn’t lift it. That is the 
reason I didn’t bring it. There must be some question in you gen- 
tlemen’s mind that I would be delighted to answer, and I don’t care 
what it is. 

Senator STENNIS. Congressman, I would want to talk to you about 
it some more, and we want to thank you now for your fine state- 
ment. I did think that a number of these witnesses being from 

1 distance, if we could go on through with this matter now, unless 
Sens itor Ervin wants to be heard at this point, we will be glad to 
hear you any time. I would like to defer my questions of the Con- 
gressman now. 

Senator C ase, do you wish to question him now ? 

Senator Case. No. 

Senator STENNIS. Senator Jackson ? 

Senator Jackson. I will defer. 
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STATEMENT OF SENATOR SAMUEL J. ERVIN, JR., OF 
NORTH CAROLINA 


Senator Ervin. I would like to be heard very briefly because I have 
some other things I have to do. 

Senator SrTenNntis. Very good. 

Senator Ervin. My colleague, Senator Scott, was unable to = 
here because of some personal matters he had to attend to. He wrote : 
letter to me in which he says: “I would appreciate it very much if you 
would appear in my beh: lf and file with the subcommittee this letter 
us my wholehearted endorsement of the proposed lease of the railroad 
to the Southern Railway.” 

Senator Stennis. Put that in the record, Mr. Reporter 

(The letter referred to follows:) 


UNITED STATES SENATE, 
February 3, 1955. 
Hon. Sam J. ERVIN, Jr., 
United States Senator, Suite No. 337, 
Senate Office Building, Washington, D. ¢ 


DEAR SENATOR ERVIN: Because of previous commitments, it will be impossible 
for me to attend the hearing February 7, 1955, before the subcommittee of the 
Senate Armed Services Committee on the Camp Lejeune Railroad matter. 

I would appreciate it very much if you would appear in my behalf and file with 
the subcommittee this letter as my wholehearted endorsement of the proposed 
lease of the railroad to the Southern Railway. 

For many years, the development of the vast and growing industrial centers 
of the Piedmont section of North Carolina has gone hand in hand with the 
development of railroad service. 

In recent years, North Carolina has made an all-out effort to expand indus- 
trially. If this expansion is to continue, it is imperative that our mills and fac- 
tories have rail outlets to the western markets as well as to the northern and 
souhern markets. It is my opinion that the most urgent need is to improve the 
facilities for east-west movements of our raw materials and manufactured 
goods. History has clearly shown us that a great handicap to the industrial 
development of North Carolina has been limited east-west transportation 
facilities. 

With the Southern Railway in control of the Atlantic and East Carolina Rail- 
road, it will mean that our growing port facilities at Morehead City will have 
direct rail connections with not only the industrial centers of Piedmont, N. 
C., but the entire midwestern United States. It will also mean, and this is 
equally or more important, that the whole area between Goldsboro, New Bern, 
and Morehead City will be in a very good position to develop a great industrial 
potential. 

By including the Camp Lejeune Railroad in the eastern Carolina services of 
the Southern Railway system, it will mean that the area between Jacksonville 
and Havelock will be a prime prospect for industrial development, an area that 
thus far has been almost untouched in this respect. Just as important, it will 
mean better and more direct routes to western, northern, and southern markets. 
Without the connecting facilities of the Southern Railway in the area, it would 
mean that all passenger and freight service in the Cherry Point-Camp Lejeune 
area would have to be handled via Wilmington, which, I believe, would cause 
undue delay and inconvenience. 

In summary, it seems to me that it is urgent for the Southern Railway to obtain 
the Camp Lejeune Railroad immediately in order to provide better outgoing and 
incoming services for the military installations in the area. From the long-range 
point of view, it is most important that the Southern serve these areas and 
adjoining ones as a real and tangible contribution to the industrial development 
of all eastern North Carolina. 

Sincerely, 
W. Kerr Scort, Senator. 
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Senator Ervin. Congressman Barden has emphasized the necessities 
of the Marine installation at Cherry Point and Camp Lejeune. I 
appear here in behalf of the Governor and am authorized to state on 
his behalf that the Governor and the Council of State of North Caro- 
lina favor the proposed lease. 

I would like to also state that I join Senator Scott in favoring the 
proposed lease. 

For over a hundred years the State of North Carolina has had the 
dream of an adequate east-west transportation system. In the hope 
of getting that transportation, the State has built a number of railroads 
in times past. One of these railroads which the State has built and 
owns virtually all the stock of, is the Atlantic & East Carolina Rail- 
road. The Southern goes into Goldsboro and as this map shows very 
graphically, the Atlantic & East Carolina Railroad extends beyond 
Goldsboro on down to Morehead City. 

The State of North Carolina has spent a million dollars building port 
facilities at Morehead City, and at Wilmington. The State has very 
inadequate railroad service into Morehead City. The stock is virtu- 
ally all owned by the State of North Carolina and is operated by an 
operating company which, from the financial standpoint is compara- 
tively weak and it is unable to give the people of Morehead City and 
the State adequate service. 

The Southern & Atlantic Coast Lines are strong. In this section 
of the State we have much manufacturing. We have tobacco to be 
transported. The State feels with adequate port facilities at More- 
head City a great service can be rendered to the State, and the only 
way they will get it is by a railroad operating in the east to west 
service. 

The Atlantic Coast Line is fundamentally interested in north-south 
transportation. We have no adequate east-west transportation in 
this area or in other parts of the State. 

In this part of the State we have our great manufacturing plants. 
North Carolina is a great textile manufacturing State and tobacco 
State and furniture-manufacturing State. The State is trying to 
develop seaborne commerce through Morehead City as well as through 
Wilmington and this presents the first opportunity, apparently, that 
the State has had to realize a dream of far more than a century of 
getting east-west transportation in this area in the State, and we are 
all interested as North Carolinians—as I am—in the Atlantic Coast 
Line, and also the Southern. 

I have constituents on both sides of the controversy. I love them 
all. But looking at the rest of the people who are not interested in 
the controversy of which railroad gets the benefit of the thing, but 
looking at the interest of the State as a whole and the interest of these 
people down at Morehead City, I think this lease ought to be granted. 
It has been approved by the Defense Department, approved by the 
appropriate committee of the House, the Governor and council of 
State have agreed to the arrangement by which the Southern proposes 
to take over the operation of this railroad and guarantee the operation. 

While I hate to get into controversies between constituents, I hope 
that the subcommittee will report or take favorable action on the pro- 
posed legislation because the agency of the State, the Governor and 
the council of the State, have already taken steps to back it up. 
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The lease here, as I understand, is now pending before the ICC, 
which asks that action be taken on the other before they pass on the 
contract under which the Southern will undertake the operation from 
Goldsboro into Morehead City. 

Senator Srennis. Including this passenger feature, too? 

Senator Ervin. That is right. I sincerely trust the committee will 
take favorable action on this and both the Southern and Atlantic Coast 
Line will prosper in the future. 

Senator STENNIs. Senator Case? 

Senator Case. Mr. Chairman, I did want to ask one question. 

Senator, isn’t there any service between Goldsboro and Morehead 
City ? 

Senator Ervin. As I understand it, there is freight service. I am 
not as familiar with the details. There is freight service, but I do 
not believe there is passenger service. 

Mr. Barpven. No. 

Senator Case. The point I want to establish as a fact, if it is a fact, 
is that it is possible to ship freight on the Marine Corps operated line 
now over to A. & E. C. and then out on the A. & E. C. through New 
Bern and Goldsboro. 

Senator Ervin. Yes. 

Senator Case. So far as the freight traffic is concerned, freight 
can take that route now as an alternate to going over to the Atlantic 
Coast Line and out through Wilmington. It could go either way as 
of today. 

Senator Ervin. I would think so, except you have this advantage, 
that Southern has a stronger system, both the operating carrier that 
is operating the line between Goldsboro and Morehead C ity. 

Senator Casr. That may be. But as far as freight traflie is con- 
cerned today, it could go either way today. 

Senator Ervin. I think it could go either way on any road. 

Mr. Barven. Off the record. 

Senator Stennis. Off the record. 

( Discussion off the record.) 

Senator Stennis. We want to thank you for vour statement, Senator 
Ervin, and for your attendance here. You said you were authorized 
to speak for, and did speak for the Governor and the governing board 
of the State. 

Senator Ervin. I had a personal conversation with the Governor 
about this matter. He said to state that as far as the official admin- 
istration is concerned, which, of course, is manifested by the fact that 
they have given their consent to the proposed contract- 

Senator Srennts. This railroad corporation now that is State- 
owned in part. That is a part of your administration in North 
Carolina, is it? 

Senator Ervin. The State does not operate the railroad. The 
State owns virtually all the stock. It is the A. & N. C. Railroad that 
holds title to this property. The State owns all the stock in that 
company. It is operated by an operating company which leases 
it from the State. 

Senator Jackson. May I ask this one question. Why hasn’t some 
effort been made in the past to get passenger service restored from 
Goldsboro down to Morehead City and into Cherry Point? 
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Senator Ervin. I cannot answer that. 

Senator Jackson. Could you answer it / 

Mr. Barpen. Yes, sir: I can answer that. 

Senator Jackson. Why hasn’t some arrangement been made with 
the Southern Railroad so they could tie in at Golds boro? That would 
be the only one that could do it. 

Mr. Barven. I could tell you this, that I explored that field rather 
thoroughly. One reason is the present trackage isn’t adequate. An- 
other was the operating ¢ ‘ompany started on a rather small capital and 
couldn’t provide the equipment necessary to carry it. 

Senator Jackson. Did it—— 

Mr. Barpen. Another thing is that for the same reason passenger 
operation from Jacksonville to New Bern would not pay, it would 
not pay to slice around Le} ‘jeune. The theory is that a passenger 
train originating at Lejeune, where there are probably 75,000 people 
and coming through the camp at Cherry Point, straight through, to 
New Bern, which has about 25,000 people, and Kinston and on to 

Goldsboro, means you pass through a half million population there. 

Senator Jackson. Did the Southern Railroad make an offer to 
build a 27-mile line from Lejeune to Cherry Point or to Havelock. 

Mr. Barven. No, sir; I never heard of any interest of the South- 
ern Railroad, and never knew the Southern Railroad was inter- 
ested until sometime ago. 

Senator Jackson. I am wondering if it wouldn't have been possible 
for them to do it. 

Mr. Barpen. No: they did not come down from Goldsboro. 

Senator Srennis. All right, gentlemen, we will have to proceed 
here. I want to ask very briefly, one more question. You said on 
this maintenance cost of the 27 miles the first 5 years it wouldn’t 
cost anything except elevating the low joints, but you never did go 
further than that. What kind of a rough estimate would you give us 
as to the succeeding 10 vears, after the first 5? 

Mr. JeFrorps. For the second 10 years, it would be a matter of 
ballast plus the labor, which would probably amount to $1,000 a 
year. 

Senator STENNIS. $1,000 a year per mile? 

Mr. Jerrorps. That is an average of $500 per mile for the first 10 
years. 

Senator Stennis. For the next 10 years? 

Mr. Jerrorps. The life of the creosoted ties are estimated at 20 
to 25 years. 

Senator STENNIs. So the second 10 years would run about $1,000 

mile ? 

Mr, JeFrorps. I would say $1,000 to $1,500. 

Senator Stennis. Thank you very much. Any other questions 

Senator Casr. I regret very much that I have an appointment. 

Senator STENNIs. Do you have any other witnesses on this case? 

Mr. Frecbs. I think not. 

Senator Case. I would like to say that I will read whatever addi- 
tional testimony you take, very ¢ arefully, before the executive meet- 
ing and I would like to introduce, if it hasn’t been introduced, a 
letter from Mr. Thomas F uller, assistant to the president, which was 


addressed to Senator Russell, as the chairman of the full committee, 
und which was sent to me. 
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Senator STENNIS. We will make it a part of the record at this 
point. 
(The letter referred to is as follows :) 


ATLANTIC Coast LINE RatLroap Co., 


Washington, D. C., January 8, 1955. 
Hon. RicHarp B. RUSSELL, 


Chairman, Armed Services Committee, 
Senate Office Building, Washington, D.C. 

DeAR SENATOR. We are informed that a proposed lease and use agreement 
between the Department of the Navy and the Camp Lejeune Railroad Co., incor- 
porated as a subsidiary of Southern Railway Co., which contemplates the lease of 
the Government-owned line of railroad from Havelock, N. C., to Camp Lejeune, 
N. C., may be or may already have been presented to your committee pursuant 
to provisions of 65 Stat. 366 (40 U. 8S. C. § 551). 

The purpose of this letter is therefore to request that the Atlantic Coast Line 
Railroad Co. be heard on the matter before action by your committee is taken 
thereon. If given the opportunity to appear before your committee, the Coast 
Line is prepared to, and will, show that a lease of the Camp Lejeune Railroad 
to and its operation by the Southern Railway Co. is as unnecessary as it is 
extravagant. 

Less than 1 year ago, the Interstate Commerce Commission, after hearing, 
found that the existing rail service to and from Camp Lejeune is “adequate to 
meet the needs of the national defense.” Furthermore, lease of the Government 
owned Camp Lejeune Railroad would result in no savings to the Government in 
freight charges or passenger fares, nor any savings in te elapsed transit time of 
rail transportation to and from the Marine Corps Base at Camp Lejeune. To 
the contrary, in most instances the time in transit over the leased line, if oper- 
ated in connection with the Southern Railway, would exceed the transit time pre- 
vailing over other routes and over other existing railroads, including the Coast 
Line. 

In summary, it is the position of the Atlantic Coast Line that the public interest, 
requirements of the national defense, and the dictates of simple economy can 


be best served if the proposed lease and use agreement be disapproved by your 
committee. 


Accordingly, we respectfully request that the Coast Line be given opportunity 
to more fully present these considerations at a hearing which I trust your 
committee will call for that purpose. 

» Respectfully yours, 
THOMAS FULLER, 
Assistant to President. 

Senator Stennis. Are there other witnesses¢ We are sorry you 
have to leave, Senator Case. 

(Senator Case left the hearing at this point. ) 

Senator Stennis. We expect to conclude this testimony this after- 
noon and the committee will pass on this in executive session real soon, 
but not this afternoon. 

Mr. Fieips. May I make one short statement ? 

Senator Srennis. Yes. 

Mr. Fre.tps. During the negotiations with the Marine Corps it was 

said there might arise an emergency under which they would want to 
use the railroad from Jacksonville to New Bern. It is well understood 
in an emergency we disregard tariff routings and send trains or freight 
Via any other opening. He said you ought to strengthen this railroad 
here. Ina conference held June 9, 19! 50, in the office of the Chairman 
Vinson of the House Armed Services Committee, attended by General 
Hill and other Coast Line people, an agreement was reached in which 
we would rehabilitate that line from Jacksonville to New Bern, and 
within a specified time, and if we did so, they wouldn’t ask for the 
money to build the railroad. We proceeded to carry out that agree- 
ment and within 6 months we were rehabilitating that line at a cost 
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of $336,000, which altogether means that since 1940 the Coast Line 
has spent on the Wilmington-New Bern line, approximately’$3 million 
in improvements since that time. 

Senator SrenNis. Since when 4 

Mr. Frenps. 1940. 

Senator Srennis. Where is the rock quarry located ¢ 

Mr. Fretps. Between Jacksonville and New Bern. 

Senator Srennis. Is there any other proof now, from your company 
or your angle, or side of this matter ¢ 

Mr. Frexps. I have no further statement. 

Senator Srennis. We thank you very much. You may sit here 
where you can hear the witnesses. 

The way I have it listed here now, the other witnesses for the 
Southern Railroad are Mr. Sidney S. Alderman, general manager ; 
Mr. E. Macon Tolleson, assistant vice president; Mr. C. B. Neubauer, 
assistant vice president; and Mr. Joseph Marks, freight traffic 
manager. 

You gentlemen can come around, if you will please. 

You can have as much time as you need to testify. We have gotten 
this proof. You can put your statement in the record and dwell! on 
such points as you may wish, for emphasis. 

All right, Mr. Alderman. We are very glad to hear from you. 


STATEMENT OF SIDNEY S. ALDERMAN, VICE PRESIDENT AND GEN- 
ERAL COUNSEL, SOUTHERN RAILWAY CO., ACCOMPANIED BY 
E. MACON TOLLESON, ASSISTANT VICE PRESIDENT; C. B. NEU- 
BAUER, ASSISTANT VICE PRESIDENT; AND JOSEPH MARKS, 
FREIGHT TRAFFIC MANAGER, SOUTHERN RAILWAY CO. 


Mr. Avperman. Mr. Chairman, I would like to correct your record. 
I am not general manager of the Southern Railway Co. I am vice 
president and general counsel of the railroad, a railroad lawyer, and 
of course, not in operating traffic or those fields. 

My name is Sidney S. Alderman. I reside and have my office in 
Washington, D.C. Lam vice president and general counsel of South- 
ern Railway Co. 

I can add little or nothing to what has been so persuasively stated by 
Senators Ervin and Scott, through his letter, and Representative Bar- 
den, with reference to the merits of the transaction under considera- 
tion by this subcommittee. I do wish to state just a word about how 
Southern Railway came into this picture and about its attitude toward 
the subject. 

Karly in 1953, representatives of the Defense Department inquired 
of representatives of Southern whether Southern would be interested 
in assuming operation of the railroad then being constructed and 
nearly completed by the Marine Corps, under authority of the Con- 
gress. Our people made a study of the situation and came to the 
conclusion that we would be willing to assume the operation, providing 
we could acquire control of the Atlantic & East Carolina Railroad Co., 
in order to afford a connection with our own line at Goldsboro. 

There may be some confusion about the map. The Southern Rail- 
way system at present comes no farther east than Goldsboro. Since 
1895 and running to 1995, we have had a lease on a State-owned rail- 
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road, the North Carolina Railroad, which runs from Goldsboro on 
east ward up to Greensboro and then from Greensboro to Charlotte, 
N.C, 

The Southern Railway Co. is kind of a historical patchwork. 
We have owned lines and leased lines, and so forth. The part of 
that line from Greensboro on to Charlotte, is a part of our double 
track main line from Washington to Atlanta. From Greensboro 
to Goldsboro is not the main line. It is a sideline of ours and at 
present we don’t come farther east than Goldsboro. So, of course, we 
could have no interest in leasing the Marie railroad way down in 
the eastern part of the State unless we had a railroad connection with 
it to the rest of our system, which is the reason we conditioned our 
offer to lease the Marine railroad by our ability to be able to acquire 
the Atlantic & Eastern Carolina Railroad. 

One other point of explanation there. That is a privately owned 
railroad company which operates also a State-owned railroad. I 
mean, it owns most of the stock that is the continuation from Golds- 
boro to Morehead. The basic railroad property is owned by the cor- 
poration, Atlantic & North Carolina Railroad Co., which leases it to 
the Atlantic & East Carolina Railroad Co. for operation. It is the 
Atlantic & East Carolina Railroad Co. which we propose to acquire 
through stock ownership. 

In the latter part of 1953, we reached an agreement to buy the 
stock of the A. & E. C. from its present owners, contingent upon our 
effecting a lease of the Marine Corps railroad. Early in 1954, repre- 
sentatives of the Marine Corps and of Southern began negotiations 
with reference to the lease. Final agreement was reached on the 
terms of the lease in the late fall of 1954. 

It is thus evident that Southern came into this picture at the in- 
stance of the Defense Department and not at its own initiative. 
However, now that Southern has got into the picture, it is of the 
opinion that the proposed operation of the Marine Corps railroad 
by Southern will be to the advantage of the Government, the State 
of North Carolina, the public generally, and Southern itself. 

We believe that Southern will be able to afford better transportation 
service to these two great Marine Corps installations, and that the 
rental provided in the proposed lease will afford the Government a 
fair return on its investment. 

Of course, Southern Railway is not a philanthropic organization. 
While we hope to provide a good public service, we also hope to make 
a profit, and expect to do so. Southern’s attitude here, as in other 
situations, is that it is willing to compete fairly and squarely with 
other transportation systems; it expects to provide service and rates 
that will enable it to compete successfully ; it does not want something 
for nothing and neither does it want any private protected monopoly 
for itself. 

I may say, Mr. Chairman, we have three qualified experts, Mr. 
Neubauer, assistant vice president in the operating department, who 
negotiated this contract with the Marine Corps and can explain it, 
and its advantages; Mr. Marks, our freight-traffic manager, who can 
give any testimony necessary on rates; Mr. Tolleson, assistant: vice 
president, who will testify about train schedules and technical matters 
of that. kind. 
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Senator Srennis. What about this passenger service, Mr. Alder- 
man?’ You only venture it for 6 months. That is an important 
matter here, and one of the things that Representative Barden em- 
phasized. 

Mr. AntperMAN. That is an important matter with us. We are hav- 
ing to spend a good deal of our time and energy trying to get off 
passenger trains, and we are losing passenger trains. 

Our company has agreed to institute passenger service on this line 
over to the camp and try it for 6 months, and we intend to carry it on. 
1 am sure if we can come anywhere near breaking even on the proposi- 
tion, we will carry it on. 

Senator Srennis. I heard all my life that the railroads lose money 
on passenger traflic. Isnt that generally true in the Southeast / 

Mr. Atperman. I couldn't say that. We don’t lose money on main- 
line passenger tr ains. On the overall for the Nation, according to 
the ICC figures, all the railroads in the United States have a total 
passenger traffic deficit of over $7 million last year. 

Senator Stennis. That is why I seriously question whether there 
will be continuing passenger service. If it were a paying proposition, 
it would have been discovered long before tls. 

Mr. Auperman. The answer is this. We will institute passenger 
service. If the need is what Congressman Barden described it, we 
will make something on it, and we will operate it as long as there is 
a public demand suflicient for it. 

Senator Srennis. I understand North Carolina was the largest 
owner of this small railroad that you are going to take over. 

Mr. Avperman. It is the owner of the basic railroad, which is leased 
to the present operating company. 

Senator Stennis. What I wanted to ask was this: Does.this con- 
tract give as good a clause in favor of the United States Government 
as it does to the State of North Carolina, or the major owners of this 
other line? I don’t want to approve a contract that discriminates 
against the Federal Government. 

Mr. ALpeERMAN. You mean compensation 4 

Senator STeENNis. Yes. 

Mr. AupermMaNn. I would ask Mr. Neubauer to answer that. 

Mr. Nevsaver. | would say in relation to a return on investment, 
including in the Camp Lejeune arrangement the collateral benefits of 
avoidance of maintenance and operation, that the return would be 
equally good to the United States Government, as it is under the 
other contract. 

Senator Jackson. What, if the Southern Railway was leasing 27 
miles of track to another railroad company, do you feel that the 
return on the Federal Government in this case would be the kind of 
return that you would expect from your investment in this situation, 
in the hypothetical case I have given 

Mr. Neupavuer. Yes, Senator. If you would put it on the basis of 
net return only. The conditions would be altogether different. But 
hearing Mr. Fields mention before this 1-percent return, I just jotted 
down these figures. I said 4,500 carloads times 8. The 4,500 figures 
were taken from 1954 volume—1952 was about the same. That is 
$36,000 to start. We calculate generally that the maintenance of the 
railroad track is $1,000 per mile. That is on the low side for this type 
of railroad. 
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True, it would not be in the first few years. Over the period there, 
on the basis of past performance and heading, as we are, apparently, 
into increased costs, there is no doubt on the basis of past. figures, at 
least, it would be 1,000 per mile. That is $35,000. 

You heard Colonel Robertson say their cash out-of-pocket expenses 
a year is $25,000 in operation. They only a 114 cars went through 
Havelock, and the rest of them through Jacksonville. In railroad 
operation you cannot operate an engine and put an engine service on 
that line for as little as $25,000 a year. 

Taking his figure, we calculate a switch engine to cost a minimum 
of $40,000 a year. Taking his $25,000 figure, and adding it together, 
we come up to $116,000. I don’t like to get into this weight feature, 
but a collateral benefit—and to answer the question—if the Camp 
Lejeune Railroad operated as a short-line railroad, a common carrier, 
there would be a differential added to the rate that would be attached 
to what would otherwise be a lower rate if a larger railroad operated 
over It. 

I put down $50,000 a year as a nominal figure for that. Now, the 
Government is paying a short-line arbitrary to the A. & E. C. in 
connection with business to and from Cherry Point, and when en 
ern Railway, assuming Southern Railway operates over the A. & E. 
from Goldsboro to C herry Point, when Southern Railway takes over, 
the Government would also save the short-line arbitrary it is now 
paying on business to and from Cherry Point. 

[ put the very nominal figure of $15,000. 

\dding those things together makes a total of $181,000 cash. 

Senator Jackson. That is all the savings? 

Mr. Neusaver. That is 6 percent, roughly, on $3 million. 

Senator Jackson. That is the saving for the Government? 

Mr. Nevsaver. That is 6 percent on the investment. 

Senator Jackson. | understand, but you have a total investment. 
I don’t know how much there is in this. I didn’t know how much is 
in this 27-mile line. Do you feel that the Government is going to 
get the kind of return that you, your company, would expect to get 
over that same distance / 

Mr. Nevsavuer. Yes, sir; I do, on the basis of return on investment. 
It adds up. There is no railroad contract made on the basis of an 
outright lease. I don’t know of any railroad that owns a railroad 
and turns it over to somebody else to operate, except under some 
holding conditions. 

Senator STENNIS. Suppose you proceed, then, gentlemen. Take 
the order you wish, and make your statements. 

Mr. Nevravrer. Mr. Fields talked about the loss of business on the 
Wilmington-New Bern line. You heard what Representative Bar- 
den said about that. I am specifically authorized to say to you, sir, 
that if the Coast Line wishes to ~ up the railroad which it now 
operates between Wilmington via Jacksonville and to New Bern, the 
Southern Railway will purchase that railroad so there will be no 
interference with the railroad service which now obtains in that area, 
and Southern Railway will be willing to buy it at the same scrap 
prices which Mr. Jeffords mentioned with respect to the Camp Lejeune 
Railroad, if it was removed. ‘ 

He made a point of the volume in the past year being so small. 
That is necessarily so because there is no through connection at Have- 
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lock now with the Southern Railway, through connections which 
would act as a means of drawing additional business through Havelock 
and, of course, would thereby have operations of through trains in 
connection with the Southern Railway, so the movement over the 
27.2 miles would be carried on under a different set of circwmstances. 

The Marine Corps folks estimated in our negotiations that 40 per- 
cent of the traffic would continue to go out via Jacksonville, and 60 
percent would go to Havelock on the basis of a routing which they 

uld retain under this contract, a right to move business in either 
direction as their business interest would dictate. There is no re- 
striction in this that would tie the hands of the Marine Corps in 
routing traffic. 

Senator Srennis. But they are going to route it out through your 
way, aren't they? That would be part of the spirit of their argree- 
ment. 

Mr. Nevuspaver. Mr. Coe, you heard him speak before. He has 
told us they do not intend to do it. If they have a car going to Marine 
Depot at Albany, Ga., they will send that car to Jac ksonville. When 
the Interstate Commerce Commission passed on this matter of pas- 
senger service, as Representative Barden mentioned, that involved 
passenger service to and from Jacksonville and not to and from Camp 
Lejeune. 

[ should have said the North Carolina Commission. 

On this agreement the Coast Line will not be deprived of business 
which the Marine Corps feels should reasonably and sensibly and 
properly move through and via Jacksonville. I feel, Senator, that 
the most important aspect of this agreement is the increased service 
and the increased availability of service that come about because of 
the attachment of the Camp Lejeune Railroad to the Southern 
Railroad. 

In times of war, with the connection of the two big railroads, it 
could be of incaiculable benefit. Suppose one of the lines were put 
out of commission for some weeks. Overnight you could have a 
demand for change in traffic conditions that would tax the capacity 
of both of the cars. We might have a big troop movement that 
would require cars from both ‘of the big railroads. Apart from the 
benefit during an emergency period, the Marine Corps, it seems to 
me, is just bound to benefit in the years of peacetime operation because 
of the fact, when competition is present, the shipper or receiver just 
receives better service. He has a bit of leverage he doesn’t have in 
any other way and cannot get in any other way. 

I feel the increased ser vice and availability of service is the most 
important thing because it gives the Marine Corps more of an ability 
to exercise the kind of a judgment they want to exercise when they 
have things to decide about. 

Senator Srennis. On this passenger matter now, if you fail to 
make money on that phase of it, you are going to cancel that passenger 
service. 

Mr. Neusaver. The contract permits that, Senator, and nobody, 
of course, wants to operate passenger trains at a loss. We put words 
in there that established a method to focus it, to bring it into proper 
focus, so it couldn’t get somebody later who would say, “That is 
just something that is going on and going on,’ 
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As Mr. Alderman says, if it is a paying proposition, Southern 
Railway will be most happy to continue it, and we hope it will be 
a paying proposition. 

Senator STeNNis. You said you will charge the maintenance of 
the track to the freight department ? 

Mr. Nevpaver. Yes. That is written into the contract. Only the 
out-of-pocket operating costs will be charged against the passenger 
service. 

On this matter of service, it wouldn’t be bypassed. It wasn’t 
bypassed in the deliberations of the agreement. You will find an 
article that specifically obligates the Camp Lejeune Railroad to give 
both adequate and prompt service. So it Just didn’t go by default. 

You know about the $8 payment up to 4,500 cars. If there are 
additional cars, it is $4 a car. That was a matter of negotiation. We 
had to agree on some figure. 

First, we talked about $6 and then $10, and finally came up with a 
combination of $8 and $4 on the theory that it represented (1) a fair 
payment to the Government and represented a fixed charge against 
the Camp Lejeune Railroad which amounted to a fairly sizable sum. 
If this fixed charge of this $3,600-a-year payment is related to potential 
income of the Camp Lejeune Railroad, you come up with a fixed 
charge of possibly anywhere from 10 to 12 to 13 to 14 percent. That 
is a right heavy and substantial fixed charge for any railroad to 
assume. 

The reason Camp Lejeune Railroad can assume that is because of 
the backing and support of the Southern Railroad Co. 

As an individual short-line railroad, it probably could not afford 
to take such a jolt as that. 

Senator Stennis. Let me ask this question right here; From Camp 
Lejeune on out through Havelock and up to Goldsboro, will not Camp 
Lejeune originate more freight than these other units all sesabinad 
these other points ? 

Mr. Nevusaver. There were 4,500 cars in 1 year in and out. I 
would say—— 

Senator Jackson. How much coming in and how much going 
out? Mostly coming in. 

Mr. Neupaver. The majority is coming in. 

Senator Srennis. Is there somebody better qualified to answer 
that question ? 

Do you have anything else? 

Mr. Neupaver. There are other features in the agreement. But 
unless you have some questions 

Senator Stennis. I want you to give the committee in writing, if 
you can, a memorandum showing that the United States Government 
is getting just as good a contract out of this as is the other rail line, 
the A. & E. C. I don’t mean it to be on all fours, but some kind of a 
comparison that will let us judge between them. 

Is that a reasonable request ? 

Mr. Nevsaver. I don’t know how we can do that. We don’t have 
any figures on cost. The A, & E. C. Railroad hasn’t been billed 
recently. 

Senator Stennis. Which one handles the most freight? Which 
one do you expect to get the more revenue from, this Lejeune Rail- 
road, or A. & E. C.? 
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Mr. Nevpaver. I think Mr. Marks can pass on that. 

Senator Srennis. Who is your next gentleman for a witness 

Mr. ALperMAN. Our passenger-operation phase that has been dis- 
cussed, I might suggest this, that regardless of the specific provisions 
of the contract, once Southern Railroad starts that passenger service 
in North Carolina, then the North Carolina Commission jurisdiction 
of that situation applies, and we would have an awful time stopping it. 

Senator Stennis. If you didn’t agree over 6 months, they wouldn’t 
have jurisdiction, woul 1 they ? 

Mr. ALDERMAN. Once we start it, it is a question of ceasing an opera- 
tion under State law. 

Senator Stennis. Who is next ! 

Mr. AupermMaAn. Mr. Marks. 

Mr. Marks. Senator, the management of the Southern Railway 
asked me to make a study of the traffic into and out of Camp Lejeune. 
| made a study of the traffic on both the A. & E. C. Railroad and to 
and from Camp Lejeune. The Marine Corps furnished me with the 
tonnage into and out of the camp for the year 1953, and the ‘re were 

3,658 carloads of freight into the « camp which amounted to 339,379,000 
pounds. There was shipped from Camp Lejeune 480 carlo: sda: which 
amounted to 20,618,000. 

So that in and out of camp for the year 1953 there was 179,999 tons 
of freight. That is carload freight. 

In addition, there was inbound and outbound 3,836 tons of less- 
carload freight. The inbound freight consists primarily of food, food 
products, tractors, automobiles, freight vehicles, coal, lumber, furni- 
ture, paint, machinery, soap, clothing, blankets, fuel, fuel oil, and 
military equipment, such as tanks and field kitchens. 

Outbound there were freight automobiles, electric equipment, ma- 
chinery, clothing, blankets, and tanks. I might add that the inbound 
tonnage originated in 35 States in the United States and the District 
of Columbia. 

There were 375 cars that originated on the Pacific coast. They were 
primarily canned foods and some citrus fruit. 

Now, assuming that the Marine Corps continued to operate this line 
and all of the traffic moved through Jacksonville, as it does today, and 
the Atlantic Coast Line performs the switching, the switching charge 
being $19.76, it would cost the Marine Corps $88,920 for switching. 

I estimated that the cost of maintenance would be about $1,500 a 
mile, or $55,000. So the out-of-pocket cost to the Marine Corps would 
be $143,920, and, additionally, they would lose the $8 per car that the 
Southern Railway has agreed to pay them, so the Marine Corps would 
be out $179,920.40 a car, or $2 a ton. 

Assuming that the Marine Corps switches the traffic themselves, I 
estimate that it would cost the Marine Corps $15 per car, and all the 
cars move through Jacksonville, it would cost the Marine Corps 
867,500 for switching, and the maintenance and the loss of rent, or 
$158,000, in which case it would be $35 per car or $1.75 per ton. — 

Assuming that half of the traffic moves to Havelock, and half of it 
moves to Jacksonville — the Marine Corps does their own switching, 
the cost to the Marine Corps through Jacksonville being $15 per car 
and the cost for the 30-mile haul to Havelock, I estimate will cost them 
at least $40 a car, so if half the traffic moves through Jacksonville and 
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half through Havelock and the Marine Corps did their own work, it 
would cost the Marine Corps $196,000, or some $43.70 per car. 

There was some mention made of freight rates. While freight 
rates follow mileage, in most instances, they are not predicated ab- 
solutely on mileage. They are in groups. I made the analysis of the 

rates into and out of Camp Lejune and in a great number of instances, 
assuming that the « camp 1s mi ide a common carrier station and rates 
apply to and from Camp Lejeune, they will be identically the same 
as today applies to Jacksonville. So the Marine Corps will save the 
cost of switching and maintenance, plus the benefit. they will get from 
rent. 

From my studies, Senator, there can be no question but the Marines 
will certainly benefit by this contract. 

Senator Srennis. What about. this memorandum I was talking 
about, comparing the benefits that this A. & E. C. are going to derive 
with the benefits that the Government will derive from your overall 
contract with Southern Railway. Could you give us a memorandum 
on that? ; 

Mr. Marks. I can’t tell you about the terms of the contract. because 

don’t know them, but I did make analyses of the business on the 
\.&E.C. The business on the A. & E. C. will be substantially greater 
than that at Camp Lejeune. 

Senator Srennis. It will? 

Mr. Marks. Yes, sir. 

They have several very, very substantial industries along the 
\.&E.C. For example, they deal with fish oil and fishmeal, and the 
movement out is substantial. There is a large movement of tobacco 
that originates in that area that goes to the drying plants. 

There is also an export movement of tobacco that is important. 
Have I answered you enough ! 

Senator Srennis. In part, yes. 

Mr. AupermMan. Mr. Chairman, might I call your attention to the 
fact that Southern doesn’t propose to make an operating contract 
with A. & E.C. Railroad. We propose to acquire it. Our application 
to the ICC is to authorize us to acquire it. 

Senator Srennis. You are going to take it on and buy it? 

Mr. AtperMAN. Yes. It will be Southern Railroad operating east 
of Goldsboro, 

Senator Stennis. North Carolina will sell the stock ¢ 

Mr. AtperMan. No. That is a lease of the basic railroad leased to 
the A. & E. ¢ 

Senator Jackson. You will be in a leasehold relationship with the 
State ¢ 

Mr. AtperMAN. Yes. 

That lease from the Marine Corps with that lease, the basic lease 
from the Atlantic & East Carolina Railroad, is that what you want‘ 

Senator Srennis. Yes. We will want that comparison. 

Mr. AupermAn. We will undertake to make the comparison of that. 

Senator Stennis. You say the maintenance cost is $1,000 a mile, 
and for 35 miles that is a long way from $65,000. It has been esti- 
mated this afternoon at $65,000 a year for that. same mileage, and 
you estimated $35,000. That shows how far off it can be. It disturbs 
us when the testimony is in such conflict on the same side of the pro- 
position. 
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Mr. Totirson. My testimony is in connection with schedules be- 
-ause of the statement made about the Coast Line’s being able to afford 
habia and faster schedules to Lejeune. Actually, the Southern does 
not. have a schedule at this time to Lejeune, because we have the 
schedule in connection with the A. & E.C. 

I want to call attention to the schedules of the Atlantic Coast Line 
Railroad, however, which we assume are the best they can afford now, 
since they say they are giving adequate se rv ice. 

Out of Atlanta, the elapsed time is 33 hours and 10 minutes to 
Jacksonville. That is from Atlanta, Gen 

From Birmingham, Ala., to Jacksonville, N. C., the elapsed time 
is 44 hours 30 minutes. 

From Potomac Yards in Washington to Jacksonville, 20 hours and 
30 minutes elapsed time. 

As I said, we do not at this time have a schedule. We do have fast 
service up to Greensboro, and service over to Goldsboro, and of course, 
we feel that we can better the time that the Coast Line has now, if 
these are the best schedules that they can produce, and I suppose they 
are. 

In fact, we are committed to the Marine Corps on 20 hours from 
Potomac Yards to Lejeune. 

Senator Srennis. I understand now, when you put on this pas- 
senger traffic, chen ii will be up to the State of North Carolina whether 
or not you will be permitted to discontinue it. 

Mr. Toxiirson. I am dealing entirely with freight service, Senator 

Senator Stennis. I thought you would be familiar with the other, 
Too. 

Go ahead. 

Mr. Totzieson. That is the only thing I wanted to point out. We 
intend to give good service to Lejeune. We are going to do that 
because it is to our advantage to give good, fast service to Kinston 
and New Bern and Moorehead City. 

Senator Srennts. Anything further? 

Thank you very much. 

Senator, do you have any questions ? 

Senator Jackson. No, sir. 

Senator Stennis. My reflection awhile ago was not a reflection on 
your estimate. Your estimate is pretty much in line with that of 
the Atlantic Coast Line. The Marine Corps came in with an estimate 
of $65,000 per year for maintenance alone. 

Senator Jackson. May I ask one question before I leave? 

Most of your passenger movement, proposed passenger movement 
into Camp Lejeune and to C herry Point, would be troop movement. 
In addition, you would get the regular passenger service of the tenants 
and the service personnel leaving the base to go on leave or to visit 
nearby communities. 

Mr. Atperman. And families and other people seeking to visit 
Government personnel. 

Senator Jackson. What is the highway situation in this area? Are 
there decent roads into Lejeune and ‘into C herry Point? 

Mr. Barpen. Are you asking me / 
Senator Jackson. Yes, sir. 
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Mr. Barpen. It is just a two-way road. It is not a four-lane job. 
They come north and go east, and so forth. We are pretty hard hit 
for roads over there, with the volume of traffic. 

Senator Jackson. Heavy congestion on the highways? 

Mr. Barpen. Yes, sir; 17 goes south to Miami. That goes by 
Jacksonville. It is two-way traffic, and is pretty heavy. 

Senator Jackson. The reason I ask these questions is I wonder 
whether the situation, so far as Camp Lejeune and Cherry Point, is 
much different than the passenger problem the railroads are having 
generally throughout the country; namely, the tendency to use buses 
and travel in one’s own automobile. 

Mr. AtperMaN. The strongest competition we have is the private 
automobile on the highways, but, of course, you don’t have losing 
branch passenger lines to such installations like Lejeune. Those that 
are serving the ordinary towns and villages are paralleled by buslines 
and are in competition with private automobiles. 

Senator Jackson. You have reason to believe in this kind of a 
situation there would be a tendency to use the railroad for passenger 
service more than in other situations where you have a like number 
of people ? 

Mr. Auperman. Yes. 

Senator Srennis. If we can proceed, we will conclude this after- 
noon. I want to give the Atlantic Coast Line a chance for any re- 
buttal they may wish. 

Are you through ? 

Mr. ALpERMAN. Yes. 

(The statement submitted by Mr. Alderman follows:) 


My name is Sidney S. Alderman. I reside and have my office in Washington, 
D. C. 1 am vice president and general counsel of Southern Railway Co. Mr. 
Harry A. DeButts, our president, was disappointed in not being able to be 
present today, and he asked me to represent him before your subcommittee. 

I can add little or nothing to what has been so persuasively stated by Senators 
Ervin and Scott, and Representative Barden, with reference to the merits of 
the transaction under consideration by this subcommittee. I do wish to state 
just a word about how Southern Railway came into this picture and about its 
attitude toward the subject. 

Early in 1953 representatives of the Defense Department inquired of repre- 
sentatives of Southern whether Southern would be interested in assuming 
operation of the railroad then being constructed and nearly completed by the 
Marine Corps, under authority of the Congress. Our people made a study of 
the situation and came to the conclusion that we would be willing to assume the 
operation, providing we could acquire control of the Atlantic & East Carolina 
Railroad Co., in order to afford a connection with out own line at Goldsboro. 

In the latter part of 1953, we reached an agreement to buy the stock of the 
A. & E. C. from its present owners, contingent upon our effecting a lease of the 
Marine Corps railroad. Early in 1954 representatives of the Marine Corps and 
of Southern began negotiations with reference to the lease. Final agreement 
was reached on the terms of the lease in the late fall of 1954. 

It is thus evident that Southern came into this picture at the instance of the 
Defense Department and not at its own initiative. However, now that Southern 
has got into the picture, it is of the opinion that the proposed operation of the 
Marine Corps railroad by Southern will be to the advantage of the Government, 
the State of North Carolina, the public generally, and Southern itself. 

We believe that Southern will be able to afford better transportation service 
to these two great Marine Corps installations, and that the rental provided 
in the proposed lease will afford the Government a fair return on its investment. 

Of course, Southern Railway is not a philanthropic organization. While we 
hope to provide a good public service, we also hope to make a profit, and expect 
to do so. Southern’s attitude here, as in other situations, is that it is willing to 
compete fairly and squarely with other transportation systems; it expects to 
provide service and rates that will enable it to compete successfully; it does 
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not want something for nothing: and neither does it want any private protected 
monopoly for itself. 

There are present here this afternoon representatives of the Southern who are 
familiar with the detail of the provisions of the lease, and with the rate and 
operating matters. I am going to ask them briefly to furnish answers to the 
objections made by the witnesses for Atlantic Coast Line this afternoon, and I 
think when you have heard them you will agree that those objections are utterly 
without merit, 





Senator Stennis. Does the Marine Corps want to have anything 
further to say ? 

Colonel Rosertson. There are a few things I want to say. 

Senator Srennis. I don’t want to cut off anybody from any point 
they want to make. I think we have gotten the facts in pretty well. 
I can’t see why we can’t be brief. 

Mr. Fretps. I have just one statement. 


. 


4 

Senator Srennis. Let the colonel put in his first, and then you can ; 
rebut all of it. 
Colonel Roserrson. There are a few points I made notes of that I 
would like to clarify. First, 1 would hke to give my source for the : 


$65,000 estimate. 

Operating a fairly small amount of railroad, we felt that our ex- 
perience was inadequ ite to tell you this price. 

Senator Stennis. That is all right. Just bring out your new facts. ‘ 

Colonel Rogerrson. We went. to the Chief of Tr: ansportation of the 
\rmy, got his estimate on the worldwide Army experience, and it 
came out this $65,000. 

Senator Stennis. What is your next point? 

Colonel Roserrson. Further, this includes 9 miles of old railroad 


ea 


is well as the 27 new railroad. 
Senator Srennis. That is right. i 
Colonel Roserrson. As to amortization, Southern is going to keep j 
this road up, and the United States is not. I have worked out, while : 


we were talking here, our estimate of savings, and I have the detailed 
statement to submit, and it comes out. to $194,000 cash gain to the 
(yovernment per year. 

Senator Srennis. Do you want to put that in the record ¢ 

Colonel Roserrson. Yes, sir. 

Senator Srennis. All right. Sign it, and we will put it in the 


\ hie. 


s 
i 
record 
(The estimate referred to follows:) 
4 


Cost of present freight operation versus contract 


Present Gov- 
ernment 
operation 


Contract 
operation 


Expense to Government 


Maintenance Ms $64, 000 0 
Short line arbitrary to Cherry Point 62, 500 0 
Operation ‘ 7 31, 500 0 


Savings per year to Government > 158, 000 0 
Income to Government: Operation i ‘ 0 1 36, 000 






Based on 4,500 cars. 


Total cash gain to Government: $158,000 plus $36,000 equals $194,000 per year, 
plus competition and passenger benefits. 







Eviott B, ROBERTSON, 
Lieutenant Colonel, USMC, 
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Colonel Roperrson. As to the Marine Corps not protesting the 
A. & E. C. taking off this passenger train, as Mr. Barden explained, 
there was a question of the type of service, but even then, we appar- 
ently don’t read the right county paper because we didn’t know it 
was coming off until it was off. We were not notified. 

The old North Carolina case, where it was stated that the Carolina 
commission would not grant us passenger service from Jacksonville, 
was an entirely different case. There we were tr ying to get two rail- 
roads to cooperate, require changed crews, and that kind of thing, 
which added to the cost. Here we have a voluntary action on the 
part of 1 line for through service, and they can do it a lot cheaper 
than 2 can. 

The point was made that private railroads cannot build on Govern- 
ment property, and they can and often do, sir. 

I think the main point that has been an sight of here is we get 
SS a car no matter whether it goes rena Jacksonville over the Coast 
Line or goes in through Havelock, or comes in or goes out over the 
other line. 

Senator Stennis. Thank you, Colonel. 

Mr. Fields? 

Mr. Frecps. With respect to the passenger-train operation, I should 
like to read one paragraph from the proposed lease numbered F 

In the event the lessee elects to discontinue this service, as provided in para- 
graph E hereof, the Government agrees that it will not oppose the abandonment 
of such service, and further agrees that, if necessary for the lessee and its 
connections to make an application to a regulatory body having jurisdiction 
over such passenger-train service for authority to discontinne such service, the 
Government will enter an appearance and consent to the discontinuance of the 
service. 

1 should like to add that the Charleston & Western Carolina Rail- 
road Co, has for some years operated passenger-train service between 

Augusta and Port Royal, S. C., Port Royal being the terminal which 
serves the Marine Corps P arris Island Base. That passenger-train 
service has been operated at a deficit for some years, and we have filed 
application for its discontinuance. A letter has been written by 
proper officers of the Marine Corps consenting to its discontinuance 

That is all I have, sir. 

Senator Stennis. Thank you very much, sit 

You have clearly presented your point. 

I want to ask this question about routing this freight. I notice 
a small percent is routed out of there originated by Camp Lejeune. 
Wouldn’t the Marine Corps feel under mor: ral obligation to the South- 
ern Railway to route the freight out through their line if they could? 

Colonel Roserrson. I would like for Mr. Coe to answer that ques- 
tion. He is in charge of routing that traffic. 

Mr. Cor. Senator, the policy ‘of the Department of Defense would 
1ot permit us to favor one carrier as against the other, all things being 
equal. 

Senator Stennis. I know that, but you get this lease through here, 
wouldn’t you feel obligated to let this freight go out through the 
Southern ? 

Mr. Cor. Positively not. We are not only morally obligated, but 
by policy of the Department of Defense. 

Senator Stennis. Not to do it; not to favor one line against the 
other? 
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Mr. Cor. That is right. 

Colonel Rozerrson. Particularly in view of Southern’s statement 
to you that they understand we estimate that at least 40 percent 
of it is going through Jacksonville. 

Senator STENNIS. You are making a record of it all, you know. 

We have Mr. Nicholson here. I want to hear from him. 

Mr. AtperMAn. May I answer what Mr. Fields has said? I should 
have called attention to the provision in the contract, of course, and 
that provision itself recognizes the very point I made, that once we 
inaugurate passenger service on this railroad, then the jurisdiction 
of the North Carolina commission attaches. We couldn’t stop it 
without their finding it was in the public interest. All the Marine 
Corps did was to agree to support us in such an application. We 
still have the public interest of North Carolina to be decided as a 
State question. 

Senator Stennis. Yes. Thank you very much. 

Is there anyone else except Mr. Nicholson who wants to say some- 
thing on this entire matter ? 

All right, Mr. Nicholson, you represent the city of Wilmington, 
N. C.; is that correct ? 


STATEMENT OF H. M. NICHOLSON, DIRECTOR, BUREAU OF RATES, 
INDUSTRY, AND COMMERCE, CITY OF WILMINGTON, N. C. 


Mr. Nicuotson. That is correct, sir. 

Senator Stennis. Come around and have a seat. We are glad 
to have you here. 

What railroad is it now, from Wilmington to Goldsboro? 

If you have a prepared statement 

Mr. Nicnotson. Atlantic Coast Line. 

Senator Srennis. If you have a prepared statement, wouldn’t you 
like to have this statement put in the record, and you can highlight 
the high points? 

Mr. Nicuotson. Yes, sir; I will be very brief. 

The first part is merely a résumé to show some familiarity with the 
subject. I will go down to page 2. 

The map which I have hurriedly prepared—incidentally, I knew 
nothing about this until I read it in the newspapers about the middle 
of the week—for use in commenting on this matter shows a green- 
crayon line extending eastward from Goldsboro through New Bern 
and stopping just short of Beaufort. That line representing approxi- 
mately 96 miles of railroad—that merely covers what is involved. 
When that line gave it up, the State then operated it until some time 
late in 1938, I believe, at which time it was leased to the present opera- 
tor. That isthe A. & E.C. 

Up to this time the operations were definitely of a deficit nature. 
In fact, just before the present operators took over it was offered to 
the Southern Railway, however, that carrier declined the offer unless 
the State would agree to indemnify it against loss. For a brief period 
the A. & E. C. operation was quite shaky. Then came construction 
of the United States Marine Air Base at Cherry Point; which, as 
shown on the map is located about 2 miles east of the A. & E. C. 
main line, at the point of connection of the Federal Government owned 
Camp Lejeune Railroad which railroad runs eastward for 35 miles 
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to the ACL Railroad junction at Camp Lejeune as indicated by the 
purple-crayon line. 

Your attention is directed to the red line on the map which begins 
at Mount Airy, extending on down to Sanford where the color changes 


to blue and then comes on down by Fort Bragg, thence on into Wil- 


mington. The designation “Sunny Point” just below Wilmington 
is of course the site of the ammunition- loading terminal under con- 
struction by the Army Corps of Engineers and which will be turned 
over to the United States Army for operation within a few months. 

At one time the two segments of railroad from Mount Airy to 
Wilmington were a single line. However, today that continuous line 
but separately oper ated segments is not even available for moving 
traffic, say, from Chicago, Cincinnati, or Columbus to either Fort 
Bragg, Wilmington, Sunny Point, or intermediate stations. This 
situation is explained i in a letter written some years ago by Mr. Aubrey 
Brooks, an outstanding lawyer of the Greensboro, N. C., firm of 
Brooks, McLendon & Holderness. This letter by Mr. Brooks is 
addressed to Prof. William E. Ripley, who at that time was studying 
a general consolidation plan of railroads for the Interstate Commerce 
Commission which Commission was to prepare such a plan in response 
to a resolution of the Congress. 

A resolution of the North Carolina General Assembly directed the 
State Corporation Commission of North Carolina to investigate 
the so-called dismemberment of the Cape Fear & Yadkin Valley Rail- 
road and Mr. Brooks was retained by the said commission to conduct 
the investigation of this line which transverses 12 of the counties in 
the State. Some portions of Mr. Brooks’ letter which I shall now 
read may be interest to you. 


I beg leave to enclose, as suggested by you, copy of a certain document, pre- 
pared by the State Corporation Commission of North Carolina and by me as 
its counsel, together with the report of Attorney General Bickett of North 
Carolina to the Attorney General of the United States, touching the dismember- 
ment of what was formerly known as the Cape Fear & Yadkin Valley Railway 
Co., extending across the State of North Carolina from the mountains to the sea- 
port at Wilmington. From this you will learn that the State, counties and 
municipalities affected, together with private interests, invested about $7 million 
in this road, and that the Southern Railway Co. and the Atlantic Coast Line 
Railroad Co., in express violation of a decree of the United States circuit court 
ordering the sale of the property, dismembered it. That portion of the court’s 
decree dealing with the subject is copied in the enclosed report, and I have 
attached also the testimony of Mr. H. Walter, taken before the Corporation 
Commission of North Carolina, in which he expressly admits having entered 
into this arrangement with Mr. Spencer, president of the Southern Railroad Co., 
to dismember and divide this line between the two roads. 

We were all so much impressed with your manifest knowledge of the entire 
situation and desire to know all of the pertinent facts, that I am encouraged 
to hope that you will read the enclosed. A perusal of these documents I am 
sure will satisfy you that neither of these railroads have any legal or moral 
right to the possession of the same. The deliberate purpose was to deprive 
Greensboro, one of the largest cities of the State, and a natural gateway, from 
the advantages of competition in railway service, and to fix a monopoly with 
the Southern Railway Co. This matter would undoubtedly have been corrected 
by the courts but for the fact that the Attorney General of the United States 
did not receive the report of the attorney general of North Carolina until after 
the World War had begun. We feel that this road should be given to the 
Norfolk & Western and maintained, as was intended by the State, as a con- 
tinuous line; or, if not given to the Norfolk & Western that some system other 
than the Southern should own and operate it. 
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This road, it will be observed, passes through the heart of the State, con- 
necting the coal fields with the seaport at Wilmington. North Carolina’s position 
as an industrial and agricultural State we feel entitled her to the benefit of a 
coal-carrying road, such as the Norfolk & Western. Allow me to call your 
attention to certain facts recently collected by the university extension division 
of the University of North Carolina and the Manufacturers Record of Baltimore : 

The capital invested in manufacturing in North Carolina in 1919 was 3669 
million, more than was similarly invested in any other Southern State. The 
value of its manufactured products was $943 million, and more than that of any 
other Southern State except Texas. North Carolina has 38 tobacco factories, 
which manufactures a fourth of all the leaf tobacco manufactured in the United 
States, and pays a fourth of the tobacco taxes in the Union. In textile industry 
North Carolina leads the other Southern States in the number of mills, in the 
number of spindles, and knitting machines, in the number of operatives employed, 
in the total capital in use, in the volume of wages paid, in the gross value of 
textile products and has within its confines the largest hosiery mills in the world, 
the largest towel mills in the world, and the largest denim and damask mills in 
the United States, and also the largest underwear factory in America. It also 
leads the South in the number of factories, the amount of capital invested, the 
number of operatives employed, in the variety of products, and in the total value 
of annual output. 

Turning to the agricultural side, you will be interested to know that North 
Carolina stands first in the United States in the total farm value of her tobacco 
crops; that she produces more cotton per acre than any Southern State, and 
that the average value of her farm crops from 1915 to 1919 was $369 million 
per year, Which places her sixth in the total value of farm products as compared 
with the other States of the Union. 

As you are engaged in educational work, I am sure you will also be interested 
to know that North Carolina is spending more now on public school educational 
than was spent by the entire Southern States in 1880. 

Thus much to emphasize the fact that we are not a lost colony, unless adequate 
railroad facilities are denied us. 

It is needless for me to say that we shall deeply appreciate your cooperation 
and assistance in aiding the Interstate Commerce Commission to give to North 
Carolina that which we feel she deserves, and really, in the present instant, that 
which she has already actually paid for. 

Senator Stennis. I have promised some parties that I would meet 
them at my office at 4:30. I want to hear you, but what new elements 
do you have to bring into this? 

Mr. Nicuorson. | notice you have designated two classes of parties, 
in opposition and for it, but [am neither. I propose a modification of 
this. It is a little difficult to explain it in two or three words, but if 
you will read the statement at a later date 

Senator STENNis. I will read the statement all right and have it 
analyzed too, but just give us a statement of your viewpoint and sum 
up for us, and we will look at your statement. 

Mr. Nicnotson. I notice my friend, Mr. Congressman Barden, re- 

ferred to digging up some skeletons. There are a couple in here that 
have a bearing on the matter. 
_ I notice Southern Railway wants to buy the Atlantic Coast Line 
into Wilmington. There is a historical aspect on this matter which 
I think if they stay, in that mood they might work the thing out with 
a little study. It is a little bit difficult to put it in a few words, but I 
will read a couple of pages of this. 

Senator STENNIs. Go ahead. 

Mr. Nicuorson. Returning now to a previous statement that prior 
to Marine Base construction the Southern Railway refused to lease 
and operate the A. & N. C. unless the State agreed to indemnify it 
against loss which the State refused to do. Now, as I understand the 
situation, the Southern Railway is again in a very real sense seeking 
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indemnity against loss if as stated at page 49 of 
the ICC: 


If Southern is authorized to acquire control of Atlanti 
an independent short line * * * 


its application to 


, it will be operated as 


This time, however, the indemnity is not sought at the hands of the 
State but at the hands of the F ederal Government in the form of the 

Camp Lejeune Railroad. Despite omission in Southern’s application 
that normal port development at Morehead City is confined to a limit- 
ed area served only by still another short line railroad (mention of 
which is also omitted) extending into Beaufort as shown on the map 
the application does indeed paint a glowing picture of Stns and 
potential traffic for movement to, from, and via the A. & E. C. but 
not glowing enough to warrant assumption and operation ee the 
Southern unless the ( Camp Lejeune Railroad (which incidentally has 
no direct connection with the Cherry Point Base) is a part of the 
bargain. 

If the proposition is good enough to lease, then why is it not good 
enough to buy outright for as the old saying goes, “Where the money 
is there is the heart also.” It is hoped, Mr. Chairman, that your com- 
mittee will recommend to the Federal and State pl: nip that exhaus- 
tive efforts be made to bring about the outright purchase by the South- 
ern of the A. & N. C. and the Beaufort and Morehead short line rail- 
ways provided it is requisite that the Southern operate the Camp 
Lejeune Railway. Said purchase to be conditioned upon opening the 

Cape Fear and Yadkin Valley between Wilmington and Mount Airy, 
thereby giving the ACL, or an operation which the State might. set 
up, access to Piedmont, N. C., affording the Armed Forces 
better service at the Sunny Point project and Fort Bragg with the 
remainder of the entire country as well as the 12 counties and 7 Con- 
gressional Districts traversed by the Mount Airy-Wilmington line 
of railroad. 

Such an arrangement would rectify the condition described by Mr. 
Brooks in his letter to Professor Ripley. It would also preclude the 
Southern Railway as under a lease arrangement from influencing 
traffic away from or to the A. & E. C. as the case might be in order to 
control or at least adjust rental payments to the State under the seale 
which is attuned to the operating revenues. It would place the State 
in a more favorable position some years hence when its other railroad, 
the North Carolina Railroad, must negotiate near the termination of 
a long term lease with the Southern on the State-owned line from 
Goldsboro to Charlotte via Greensboro. Outright purchase by the 
Southern of the A. & N. C. would take the State out of the railroad 
business and put it squarely on the basis of private enterprise, elimi- 
nating efforts by the State to influence traffic over a line from which 
it would collect greater rental by reason of that traffic, even though 
under a private ‘enterprise approach such traffic would have moved 
over a line owned and operated by private capital. 

It may not be amiss to state that it had come to my attention some 
years ago just prior to announcement of the proposed Marine Base 
at Lejeune that the ACL Railroad had proceeded quite far in prepar- 
ing data for use in supporting an application to the Interstate Com- 
merce Commission for authority to abandon its line of railroad from 
Wilmington to New Bern as shown in yellow on the map. It is en- 
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tirely possible that if the ACL is deprived of the traffic now moving 
to and from Camp Lejeune, that is, the same flow of traffic which 
caused it to shelve its plan to abandon some years ago, there may be 
a revival of that plan if the Southern is permitted to invade the 
coastal plain and there is no corresponding invasion’ of the Piedmont 
by the ACL Railroad. 

In whatever findings or recommendations your committee may make, 
it is hoped that you will consider the foregoing in relation to not only 
the transportation facilities and service which may be available to the 
Navy but to the Army as well. It is also suggested that a finding be 
made of the true, full, and accurate cost of the Camp Lejeune Rail- 
way, and what the return thereon will be on the basis offered by the 
Southern Railway Co. 

Additionally, a petition dated February 2, 1955, by the Navy for 
leave to intervene in the limited proceeding set in motion by the South- 
ern Railway Co. before the Interstate Commerce Commission has just 
now been filed, in paragraph 4 thereof the absence is noted of a direct 
connection by the Government-owned Camp Lejeune Railroad with 
the Cherry Point Base, yet paragraph 6 of the same petition states: 
That there is considerable traffic moving from, to, and between the Cherry Point 
and Camp Lejeune activities. 

It is also suggested that your committee report include the explana- 
tion of why there is no such direct physical connection and the eco- 
nomic justification for the absence of such connection. 

Senator Srennis. I am just compelled to go now. If you want to be 
heard further, the committee will meet in the morning. 

Mr. NicHotson. No; I have no desire to be heard further. 

Senator STennis. Put the rest of your statement in the record, 
please. 

(The prepared statement of Mr. Nicholson follows :) 


My name is Hugh M. Nicholson. I am in charge of an agency located at Wil- 
mington, N. C., maintained by the local government units there and subject to 
the full jurisdiction and direction of the city government. 

On May 1, 1953, the date of my association with this agency of local govern- 
ment, it began to function under the name of the Bureau of Rates, Industry, and 
Commerce. Generally speaking, the purpose of the agency is the same as that 
of all such port agencies, i. e., to protect and develop the commerce of the port. 
The bureau, as now constituted, was preceded by 2 other agencies which operated 
concurrently for approximately 20 years; 1 of these was maintained by the 
county, the other was maintained by the city. Both of them were active in pro- 
moting participation by the State in developing waterfront terminals for pub- 
lie use. 

Briefly, my experience and background in transportation covers varying periods 
of time with a railroad in the Midwest and with the Southern Railway Co. and 
the Piedmont & Northern Railway in North Carolina. I have also had sub- 
stantial experience in both commercial and industrial traffic management and in 
motor-carrier transportation as well. Prior to becoming associated with the 
local port-development program at Wilmington, on May 1, 1953, I was for a period 
of 2 years the Chief of a section in the Transportation and Warehousing Branch 
of the United States Department of Agriculture here at Washington, with tem- 
porary duty assignments at various places throughout the country. The Civil 
Service Commission classification for such kind of activity was that of trans- 
portation analyst. I am also on the Civil Service Commission Register as an 
industrial specialist and as a hearing examiner under the Administrative Proce- 
dure Act. I am admitted to practice before the Interstate Commerce Commission 
and the Federal Maritime Board. I am a member of the American Society of 
Traffic and Transportation; chairman of the board of governors of the North 
Carolina Traffic League, a statewide organization of manufacturers of furniture, 
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textile, tobacco, paper, and other products. I am also chairman of that organiza- 
tion’s import and export committee. However, I am appearing here only on 
behalf of the Port Development Agency of Wilmington, which agency, it might be 
stated, is purely promotional and does not operate waterfront terminals or other 
such facilities for profit, but functions to develop and expand the use of existing 
facilities, both publicly and privately owned and operated, and to encourage 
the location of waterside industries. 

Just prior to beginning work for the Federal Government in early 1951, I was 
director of traffic of the North Carolina Utilities Commission for a period of 12 
years. You are burdened with the foregoing résumé merely to show more than 
a layman’s association with and more than a passing knowledge of the factual 
situation attendant upon the subject which your committee has before it. 

My duties with the utilities commission related to the regulation of public 
ransportation; railroad and highway, both freight and passenger carriers in 
intrastate service and as an advocate before the Interstate Commerce Commis- 
sion in both rate and service matters. On occasion certain activities of a some- 
what promotional nature were a part of my work. 

The map which I have hurriedly prepared for use in commenting on this matter 
shows a green crayon line extending eastward from Goldsboro tarough New 
Bern and stopping just short of Beaufort. That line representing approximately 
96 miles of railroad is owned by the Atlantic & North Carolina Railroad Co., 
of which 72 percent of the stock and all of the bonds are owned by the State 
of North Carolina. For a period of years ending about 1934, under lease 
arrangement with the State, the line was operated as a part of the Norfolk- 
Southern. When that line gave it up the State then operated it until sometime 
in late 1938, I believe, at which time it was leased to the present operator, i. e., 
the Atlantic & East Carolina Railway. 

Up to this time the operations were definitely of a deficit nature. In fact, 
just before the present operators took over it was offered to the Southern Rail- 
way; however, that carrier declined the offer unless the State would agree to 
indemnify it against loss. For a brief period the A. & BE. C. operation was quite 
shaky. Then came construction of the United States Marine Air Base at Cherry 
Point ; which, as shown on the map is located about 2 miles east of the A. & E. C. 
main line, at the point of connection of the Federal Government-owned Camp 
Lejeune Railroad, which railroad runs eastward for 35 miles to the A. C. L. 
railroad junction at Camp Lejeune, as indicated by the purple crayon line. 

Upon beginning of the Marine Corps Air Base construction at Cherry Point, 
those persons in control of the A. & E. C., i. e., Messrs. BE. R. Buchan and H. P. 
Edwards, at some time during the year of 1941, arranged for the filing of an 
application with the Interstate Commerce Commission for a certificate of con- 
venience and necessity to construct and operate a short line of railroad (approxi- 
mately.2 miles) from Havelock, a point of junction with the A. & E. C., to the 
Marine Air Base at Cherry Point. This railroad, to be known as the Cherry 
Point Railroad, was to be operated as an independent short line. However, 
after some construction had already taken place, the application was withdrawn 
and the State paid the applicants for the construction costs they had incurred 
and the tracks are now a part of the A. & N. C., which in its entirety is operated 
by the A. & E.C. Had the State failed to make this arrangement the A. & E. C. 
divisions from its trunkline connections would have been reduced from 40 
percent of the Virginia Cities gateway earnings of such connections to 25 per- 
cent of such earnings. with a similar slightly less reduction via the Atlanta 
gateway. The significance to the State in its railroad business is apparent 
when considered in light of the fact that above a fixed minimum the annual 
rental was and is graduated according to operating revenues. 

Your attention is directed to the red line on the map which begins at Mount 
Airy, extending on down to Sanford where the color changes to blue and then 
comes on down by Fort Bragg, thence on into Wilmington. The designation 
“Sunny Point,” just below Wilmington, is of course the site of the ammunition 
loading terminal under construction by the Army Corps of Engineers and which 
will be turned over to the United States Army for operation within a few months. 

At one time the two segments of railroad from Mount Airy to Wilmington 
were a single line. However, today that continuous line but separately operated 
segments is not even available for moving traffic, say, from Chicago, Cineinnati, 
or Columbus to either Fort Bragg, Wilmington, Sunny Point, or intermediate 
stations. This situation is explained in a letter written some years ago by 
Mr. Aubrey Brooks, an outstanding lawyer of the Greensboro, N. C., firm of 
Brooks, McLendon & Holderness. This letter by Mr. Brooks is addressed to 
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Prof. Wm. E. Ripley, who at that time was studying a general consolidation plan 
of railroads for the Interstate Commerce Commission, which Commission was 
to prepare such a plan in response to a resolution of the Congress. 

A resolution of the North Carolina General Assembly directed the State 
Corporation Commission of North Carolina to investigate the so-called dismem- 
berment of the Cape Fear and Yadkin Valley Railroad and Mr. Brooks was 
retained by the said commission to conduct the investigation of this line which 
traverses 12 of the counties of the State. Some portions of Mr. Brooks’ letter 
which I shall now read may be of interest to you. 

Returning now to a previous statement that prior to marine base construction 
the Southern Railway refused to lease and operate the A. & N. C. unless the State 
agreed to indemnify it against loss which the State refused to do. Now, as I 
understand the situation, the Southern Railway is again in a very real sense 
seeking indemnity against loss if as started at page 49 of its application to the 
ICC; “If Southern is authorized to acquire control of Atlantic, it will be operated 
as an independent short line * * *” This time, however, the indemnity is not 
sought at the hands of the State but at the hands of the Federal Government in 
the form of the Camp Lejeune Railroad. Despite omission in Southern’s applica- 
tion that normal port development at Morehead City is confined to a limited area 
served only by still another short line railroad (mention of which is also 
omitted) extending into Beaufort as shown on the map—the application does, 
indeed, paint a glowing picture of existing and potential traffic for movement to, 
from and via the A. & E. C. but not glowing enough to warrant assumption and 
operation by the Southern unless the Camp Lejeune Railroad (which incidentally 
has no direct connection with the Cherry Point Base) is a part of the bargain. 

If the proposition is good enough to lease, then why is it not good enough to 
buy outright for as the old saying goes, “Where the money is there is the heart 
also.” It is hoped, Mr. Chairman, that your committee will recommend to the 
Federal and State planners that exhaustive efforts be made to bring about the 
outright purchase by the Southern of the A. & N. C. and the Beaufort and More- 
head short line railways provided it is requisite that the Southern operate the 
Camp Lejeune Railway. Said purchase to be conditioned upon opening the Cape 
Fear and Yadkin Valley between Wilmington and Mount Airy, thereby giving 
the ACL, or an operation which the State might set up, access to Piedmont, N. C., 
affording the Armed Forces better service at the Sunny Point project and Fort 
Bragg with the remainder of the entire country as well as the 12 counties and 7 
congressional districts traversed by the Mount Airy-Wilmington line of railroad. 

Such an arrangement would rectify the condition described by Mr. Brooks in 
his letter to Professor Ripley. It would also preclude the Southern Railway as 
under a lease arrangement from influencing traffic away from or to the A. & E. C. 
as the case might be in order to control or at least adjust rental payments to the 
State under the scale which is attuned to the operating revenues. It would place 
the State in a more favorable position some years hence when its other railroad, 
the North Carolina Railroad, must negotiate near the termination of a long 
term lease with the Southern on the State owned line from Goldsboro to Charlotte 
via Greensboro. Outright purchase by the Southern of the A. & N. C. would take 
the State out of the railroad business and put it squarely on the basis of private 
enterprise, eliminating efforts by the State to influence traffic over a line from 
which it would collect greater rental by reason of that traffic, even though under 
a private enterprise approach such traffic would have moved over a line owned 
and operated by private capital. 

It may not be amiss to state that it had come to my attention some years ago 
just prior to announcement of the proposed Marine Base at Lejeune that the ACL 
railroad had proceeded quite far in preparing data for use in supporting an appli- 
cation to the Interstate Commerce Commission for authority to abandon its line 
of railroad from Wilmington to New Bern as shown in yellow on the map. It is 
entirely possible that if the ACL is deprived of the traffic now moving to and 
from Camp Lejeune, i. e., the same flow of traffic which caused it to shelve its 
plan to abandon some years ago, there may be a revival of that plan if the South- 
ern is permitted to invade the coastal plain and there is no corresponding invasion 
of the Piedmont by ACL railroad. 

In whatever findings or recommendations your committee may make, it is hoped 
that you will consider the foregoing in relation to not only the transportation 
facilities and service which may be available to the Navy but to the Army as 
well. It is also suggested that a finding be made of the true, full, and accurate 
cost of the Camp Lejeune Railway and what the return thereon will be on the 
basis offered by the Southern Railway Co. Additionally, a petition dated Febru- 
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ary 2, 1955, by the Navy for leave to intervene in the limited proceeding set in 
motion by the Southern Railway Co. before the Interstate Commerce Commission 
has just now been filed, in paragraph 4 thereof the absence is noted of a direct 
connection by the Government owned Camp Lejeune Railroad with the Cherry 
Point Base, yet paragraph 6 of the same petition states: “That there is con- 
siderable traffic moving from, to, and between the Cherry Point and Camp 
Lejeune activities.” It is also suggested that your committee report include the 
explanation of why there is no such direct physical connection and the economic 
justification for the absence of such connection. 


May 4, 1922. 
Prof. WILLIAM E. RIPLeEy, 
Vewton Center. Mass. 


My Dear Str: Pursuant to our conversation in Washington at the recent hear- 
ing before the Interstate Commerce Commission in the matter of consolidation 
of the railway properties. I beg leave to enclose, as suggested by you, copy of a 
certain document, prepared by the State Corporation Commission of North Caro- 
lina and by me as its counsel, together with report of Attorney General Bickett 
of North Carolina to the Attorney General of the United States, touching the 
dismemberment of what was formerly known as the Cape Fear & Yadkin Valley 
Railway Co., extending across the State of North Carolina from the mountains to 
the seaport at Wilmington. From this you will learn that the State, counties, and 
municipalities affected, together with private interests, invested about $7 million 
in this road, and that the Southern Railway Co., and the Atlantic Coast Line 
Railroad Co., in express violation of a decree of the United States circuit court 
ordering the sale of the property, dismembered it. That portion of the court’s 
decree dealing with the subject is copied in the enclosed report, and I have at- 
tached also the testimony of Mr. H. Walters, taken before the corporation com- 
mission of North Carolina, in which he expressly admits having entered into this 
arrangement with Mr. Spencer, president of the Southern Railway Co., to dis- 
member and divide this line between the two roads. 

We were all so much impressed with your manifest knowledge of the entire sit- 
uation and desire to know all of the pertinent facts, that I am encouraged to hope 
that you will read the enclosed. A perusal of these documents I am sure will 
satisfy you that neither of these railroads have any legal or moral right to the 
possession of the same. The deliberate purpose was to deprive Greensboro, one of 
the largest cities of the State, and a natural gateway, from the advantages of 
competition in railway service, and to fix a monopoly with the Southern Railway 
Co. This matter would undoubtedly have been corrected by the courts but for 
the fact that the Attorney General of the United States did not receive the report 
of the attorney general of North Carolina until after the World War had begun. 
We feel that this road should be given to the Norfolk & Western and maintained, 
as was intended by the State, as a continuous line; or, if not given to the Norfolk & 
Western that some system other than the Southern should own and operate it. 

This road, it will be observed, passes through the heart of the State, connecting 
the coal fields with the seaport at Wilmington. North Carolina’s position as an 
industrial and agricultural State we feel entitled her to the benefit of a coal- 
carrying road, such as the Norfolk & Western. Allow me to call your attention 
to certain facts recently collected by the university extension division of the 
University of North Carolina and the Manufacturers Record of Baltimore: 

The capital invested in manufacturing in North Carolina in 1919 was $669 
million, more than was similarly invested in any other Southern State. The value 
of its manufactured products was $943 million, and more than that of any other 
Southern State except Texas. North Carolina has 33 tobacco factories, which 
manufactures a fourth of all the leaf tobacco manufactured in the United States, 
and pays a fourth of the tobacco taxes in the Union. In textile industry North 
Carolina leads the other Southern States in the number of mills, in the number 
of spindles, and knitting machines, in the number of operatives employed, in the 
total capital in use, in the volume of wages paid, in the gross value of textile 
products and has within its confines the largest hosiery mills in the world, the 
largest towell mills in the world, and the largest denim and damask mills in the 
United States, and also the largest underwear factory in America. It also leads 
the South in the number of factories, the amount of capital invested, the number 
of operatives employed, in the variety of products, and in the total value of annual 
output. 

Turning to the agricultural side, you will be interested to know that North Caro- 
lina stands first in the United States in the total farm value of her tobacco crops; 
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that she produces more cotton per acre than any Southern State, and that the 
average value of her farm crops from 1915 to 1919 was $369 million per year, 
which places her sixth in the total value of farm products as compared with the 
other States of the Union. 

As you are engaged in educational work, I am sure you will also be interested 
io know that North Carolina is spending more now on public school education 
than was spent by the entire Southern States in 1880. 

Thus much to emphasize the fact that we are not a lost colony, unless adequate 
railroad facilities are denied us. 

It is needless for me to say that we shall deeply appreciate your cooperation 
and assistance in aiding the Interstate Commerce Commission to give to North 
Carolina that which we feel she deserves, and really, in the present instant, that 
which she has already actually paid for. 

Yours very truly, 
AUBREY Brooks. 

Senator Srennis. Gentlemen, the committee members have been 
called elsewhere, some of them have been. We are concluding the 
hearings now, unless there is something else to be said. 

We cannot reach a decision this evening. The committee expects to 
pass on this right away, but we have a meeting in the morning on 
other matters. I wouldn't want to set any deadline date, but we will 
try to give a decision just as soon as we can meet, and just as soon as 
we can exchange views on it. 

Mr. Frevps. “May I make a 10-second statement ? 

Senator STENNIs. Yes. 

Mr. Frexips. I assume the committee will take note of the fact there 
will be an increased freight bill to the Marine Corps if this lease is 
confirmed. I understood that was confirmed, in Mr. Marks’ testi- 
mony. They are bound to have an increased freight bill, which you 
are bound to consider. 

Senator Srennis. You mean an increased rate, or increased 
mileage ? 

Mr. Fievps. Increased mileage. That will bring about an increase 
in rate. 

Senator Stennis. Thank you very much. 

Mr. Mars. I didn’t leave any inference that the marines were 
going to have any increase. I said there would be an adjustment 
of r ates, but certainly when the traffic is going north where the short 
Pe is through Have lock, it would be less than through Jacksonville. 

», from my studies, I didn’t find that the Marine Corps was going 
to i an increased freight bill. 

Senator Srennis. All right. Thank you very much. 

I appreciate all of you coming and giving us your attention. 

The hearing is adjourned. 

(Whereupon, at 5 p. m., the committee adjourned.) 

(Information subsequently furnished, pursuant to the request of the 
subcommittee, is hereby made a part of this record :) 

SOUTHERN RAILWAY SYSTEM, 
Washington, D. C., February 8, 1955. 

File No. 47573 
Re Camp Lejeune Railroad, Camp Lejeune, N. C., Department of the Navy dis- 

posal project No. 47. 
Hon. Joun C. STENNIS, 

United States Senate, 
Senate Office Building, Washington, D. C. 

Dear SENATOR STENNIS: At the hearing yesterday afternoon on the above 
matter, you requested that we furnish for the record a comparison of the rental 
proposed to be paid the Government for the Camp Lejeune Railroad with the 
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rental paid the State of North Carolina by the Atlantic & East Carolina Rail- 
way Co. 

As you know, the rental to be paid for the Camp Lejeune Railroad is based on 
an amount per car. Based on our estimates of traffic for the first year, we esti- 
mate that rental will amount to $36,000. This is an average per mile of $1,010. 
The rental last year paid by Atlantic & East Carolina to Atlantic & North Caro- 
lina (the last named being the State-owned lessor of the line of railroad from 
Goldsboro to Morehead City) was $84,141, or an average of $890 per mile. 

We appreciated very much the full and fair hearing which you and your 
colleagues, Senators Jackson and Case, accorded to us yesterday. 

With highest regards and respect, 

Yours sincerely, 
SripneyY S. ALDERMAN, 
Vice President and General Counsel. 


SOUTHERN RAILWAY SYSTEM, 
Washington, D. C. February 9, 1955. 
File No. 47573 
Re Camp Lejeune Railroad, Camp Lejeune, N. C., Department of the Navy dis- 

posal project No. 47. 

Hon. JOHN C. STENNIS, 
United States Senate, 
Senate Office Building, Washington, D. C. 


Dear SENATOR STENNIS: I have received from your office today a request that 
I furnish for the record a statement of the relationship to exist between Southern 
Railway Co. and Atlantic & East Carolina Railway Co., and the relationship of 
the State of North Carolina with respect thereto. 

Southern Railway Co. has contracted to purchase all of the capital stock of 
Atlantic & East Carolina Railway Co. The contracts to purchase that stock 
are subject to approval by the Interstate Commerce Commission, and also depend 
upen the lease of:the Marine Corps Railroad to Camp Lejeune Railroad Co. and 
the approval by the Commission of the operation of the line under the lease and 
of arrangements whereby Southern will control Camp Lejeune Railroad Co. 
through ownership of the latter’s stock. The necessary applications for approval 
have been made to the Interstate Commerce Commission in Finance Docket No. 
18698. Upon the occurrence of those events, Southern will acquire the stock of 
Atlantic & East Carolina and its relationship to Atlantic & East Carolina will be 
that of controlling stockholder. 

Atlantic & East Carolina Railway Co. operates under lease the line of railroad 
extending from a connection with Southern at Goldsboro, through Havelock, 
where it connects with the Marine Corps Railroad, to Merehead City. It oper- 
ates that line under a lease from the Atlantic & North Carolina Railroad Co. All 
of the bonds and approximately 72 percent of the stock of Atlantic & North 
Carolina Railroad Co. are owned by the State of North Carolina. 

Thus, upon the occurrence of the events mentioned above, Southern Railway 
Co. will become the controlling stockholder of Atlantic & East Carolina Railway 
©o., which leases the Goldsboro-Morehead City line from Atlantic & North Caro- 
lina Railroad Co., which, in turn, is controlled by the State of North Carolina. 
No change in the terms of the lease is contemplated as the result of the acqui- 
sition by Southern of control of Atlantic & East Carolina. 

I trust this will clarify the record for you in this respect. If we can be of 
any further assistance, we will be most happy to have you call on us. 

With highest regards and respect, 

Yours sincerely, 


Srpney S. ALDERMAN, 


Vice President and General Counsel. 
x 





